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DONABLE SURPLUS PROPERTY PROGRAM 


MONDAY, APRIL 20, 1953 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., in room 1501, New House Office 
Building, Hon. Cecil M. Harden (chairman), presiding. 

Mrs. Harpen. The meeting will come to order. The clerk will call 
the roll. 

(Th cclerk called the roll and the following members answered to 
their names: Mrs. Harden, Mr. Hillelson, Mr. Condon, Mr. Pilcher.) 

Mrs. Harpen. The Intergovernmental Relations Subcommittee is 
holding hearings to determine whether or not the so-called donable- 
surplus- -property program is working properly and in the best interests 
of the American taxpayers. 

The current program was established under the Holifield Act, Public 
Law 152, 81st Congress. Under Public Law 152, which became effec- 
tive July 1, 1949, real and personal property, excess to owning agency 
needs, is re ported to the General Services Administration for a deter- 
mination as to whether or not it can be properly utilized by another 
Federal agency. This is the basis for the property-utilization pro- 
gram which was instituted when Congress found that one arm of the 
Government was making unprofitable disposal of property needed by 
other agencies. 

If no Federal agency needs the property, provision is made for the 
Department of Health, Education and Welfare to claim it when 
useful and needed for school and health purposes. This program is 
essentially one of intergovernmental relations between the Federal, 
State, and local governments. 

As a matter of information, there has been $573,828,972 of personal 
property received by the States for oe ir schools and health institu- 
tions from 1946 through December 31, 1952. At the same time there 
has been $683,373,711 worth of real ae donated for school and 
health purposes. 

This is an important program and we understand that the amount 
of surplus property may increase in the next year or two. We need 
to know now whether the program is sound and whether it can be 
improved, 

During the past 2 or 3 years the subcommittee has received infor- 
mation through hearings, newspaper reports and an investigation by 
the General Accounting Office bearing on the possible need for im- 
provement in the legislation or perhaps the operating regulations 
governing the program. 

The subcommittee requested the General Accounting Office, which 
is an arm of the legislative branch, to iavestigate the operation of the 
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2 DONABLE SURPLUS PROPERTY PROGRAM 
program. As a result, the staff of the General Accounting Office 
conducted a detailed investigation in some 21 States. Copies of the 
full report have been made available to the members of the subcom- 
mittee and will be included in the printed hearings. (See appendix, 
Exhibit 2, p. 167.) 

We have asked Mr. William L. Ellis, Chief of the Division of 
Investigation, General Accounting Office, to highlight the findings of 
the investigation. We will now hear the testimony of Mr. Ellis. 


TESTIMONY OF WILLIAM L. ELLIS, CHIEF, DIVISION OF INVESTI- 
GATION, GENERAL ACCOUNTING OFFICE; ACCOMPANIED BY 
L. ROGER KIRVAN, RICHARD SINCLAIR, AND REYNOLDS HARNS- 
BERGER, GENERAL ACCOUNTING OFFICE 


(Mr. Ellis was duly sworn by the chairman of the subcommittee.) 

Mr. Euuis. I have with me, Madam Chairman, Mr. Roger Kirvan, 
our assistant chief, Mr. Harnsberger and Mr. Sinclair, who have been 
intimately associated with this operation. 

Our investigation was made beginning 2 years ago at the request of 
the then chairman of the Committee on Expenditures in the Executive 
Departments, and it was particularly at the request of the then Sub- 
committee on Intergovernmental Relations. Before that, the sub- 
committee had made a number of field trips to secure information on 
the procedures under Public Law 152 and its predecessors relating to 
the disposition of surplus. Subsequently the committee prepared a 
group of questionnaires that were sent to the majority of the States 
to develop further information. 

The answers indicated that surplus property was being accepted 
contrary to the intent of the statute. The information compiled by 
that subcommittee was made available to us and we initiated a sur- 
vey at the State level to develop information which would show the 
general types of surplus property generated by Federal agencies and 
transferred to the States and schools, the acquisition, storage, and 
disposition on the part of the State agencies, as well as the end use 
of the property as related to educational and health institutions. 

Reports covering this survey were submitted to Washington where 
they were consolidated into the summary report transmitted to the 
full committee and this subcommittee on May 14, 1952, which I 
believe you have before you now. 

I want to point out at the very beginning, in talking about this 
subject, that in part some of our information is relatively out of date, 
because it was begun, as we say, 2 years ago and it was finished a year 
ago. There have been many changes since then which, so far as I 
know of them, we shall try to mention during the course of our pro- 
ceedings. 

We covered only 21 of the 48 States; for reasons of manpower 
limitation, we did not try to cover all of them. But we did enough, 
in all parts of the country, to believe that it was reasonably 
representative. 

In 19 of the 21 States, during 2 years, about $91 million worth of 
property—that is, acquisition value—was transferred to States for the 
use of educational and health institutions. By way of background 
may I say, you will recall that under the formula given in the law, 
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a disposal agency such as GSA and its predecessors was expected first 
to find whether there could be a valid use of the property for educa- 
tional or health institutions in the States. And if that use were found, 
the property was given over for that purpose under the policy of the 
law, before it was put up for sale. It is that particular part of the 
program that is the subject of this investigation, and the Comptroller 
General indicated in his report to the committee that a great many 
health and educational institutions have widely benefited through the 
application of Public Law 152 and the predecessor laws. At the same 
time, however, the ee brought to light a great number of 
weaknesses throughout the Government in the administration of the 
overall program as designed by the law. The facts indicated that 
emphasis was placed on channeling property into State facilities 
rather than the promotion of methods for the maximum utilization of 
the property by the Federal agencies. 

In other words, the purpose of the law was to find whether the 
property could not economically be used by other Federal agencies; 
and that reminds me that we ought to explain a little the terminology, 
I think, at this time. Let us take property that is not needed by the 
agency that owns it. For example, if I have 2 typewriters in my 
office and [ need only 1, the extra typewriter—which, of course, is 
always the old 1—is termed excess, because the office that has it 
does not need it. It does not graduate to the status of surplus prop- 
erty until the General Services Administration, GSA, determines not 
merely that we do not need it, but that nobody else in the Govern- 
ment needs it, either. It then becomes surplus property and is subject 
to disposal under the law which lists quite a group of preferred re- 
cipients, among which are the State health and educational institu- 
tions, which is what we are talking about this morning. 

For example, in June 1950, the State agency of Lowa ordered two 
truckloads of brass valves from the Atomic Energy Commission out 
at Richland, Wash. Instead of getting 2 truckloads, 10 truckloads, 
weighing nearly half a million pounds and valued at nearly $700,000, 
were shipped to the State, before the shipments could be stopped by 
anybody. ‘Transportation and handling charges in that one trans- 
action cost the State agency $18,000. The States that get the material 
are supposed to arrange for the shipment. 

At the time the investigation was conducted, about half these 
valves had been distributed to health and educational institutions. 
I was not quite able to figure out how they used them, when they 
needed only two truckloads. Ultimately, however, the property was 
reacquired by the Navy Department—that is, the remaining valves, 

In practically all States we found that contrary to law prope rty was 
acquired not on the basis of necessity. Let me emphasize again that 
the law contemplated that the State health and educational institu- 
tions could acquire this property if they needed it for their purposes. 
But that was not the guiding consideration. It was acquired on a 
basis of what was available, what could be found that could be made 
surplus. 

Much of the property acquired by the State institutions was not 
used and it was stockpiled in warehouses and in the institutions. This 
is in June of 1950. A supervisor of education in an eastern county 
acquired 4,000 new spare parts for different models of Dodge cars and 
trucks. 
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Mr. Conpon. What State agency was that? 

Mr. Exuis. That was in the East, in Pennsylvania; I cannot say 
exactly. It was a county institution. I will have to look through 
my work papers to see exactly. I can furnish that information to the 
committee, if it desires. 

Mr. Hituetson. May I ask a question, Mr. Ellis? With reference 
to these valves that you mentioned a minute ago, did the Navy that 
reacquired some of those valves, in turn, have to pay for the cost of 
transportation after they were first delivered to the State of lowa? 

Mr. Exurs. I would assume so. 

Mr. Hitievson. In other words, they had them; in order to get 
them to the Navy, they had to be transported. 

Mr. Kirvan. My understanding is that the remaining valves were 
sold on the open market. They were offered back to the Navy, but 
the Navy did not want them. 

Mr. Hite son. In other words, they actually were not given back 
to the Navy? 

Mr. Kirvan. That is right. 

Mr. Exits. I believe it is correct to say that on a reacquisition by a 
Federal agency, that Federal agency would have to pay the shipping 
cost. 

Mr. Hituetson. Who received the benefit of the open sale? 

Mr. Frazier. The Treasury, the Government. 

Mr. Hituetson. Thank you. 

Mr. Exuts. In another State—and before I go further, let me ex- 
plain. As I understand it, at the request of the Federal Government 
some years ago, most of the States appointed a State agent who was to 
centralize and coordinate the requests for this property from the Fed- 
eral Government for the purpose of dividing it out or parceling it out 
among the State schools that were eligible to receive it. When I 
refer to a State agent, that is the chap I am talking about. 

Mr. Pitcuer. Did not most of the States have to set up a surplus 
property agency, by law? 

Mr. Exuis. I do not know whether that was done by law or how it 
was done. 

Mr. Pitcuer. I believe it was done by law. 

Mr. Euuis. I daresay that it was done by some sort of statute in 
many cases. 

Mr. Pitcuer. I know of one such in the State of Georgia. 

Mr, Exits. In one State, the State agent advised our investigators 
that about 60 percent of all the property that they had received was 
still on hand and had not been distributed as late as 1951. In many 
instances property acquired either under Public Law 152 that came 
along in July of 1949, and prior legislation had been misappropriated, 
sold, or used for personal gain on the part of individuals connected 
with either the State agencies or the health and educational insti- 
tutions. 

We have numerous illustrations of specific violations on the part 
of these individuals. 

For example, in one State, nearly a half a million dollars’ worth of 
property was given by the State surplus-property officer to other than 
health and educational institutions. In this case the property was 
made available to the municipalities, police departments, irrigation 
districts, and other organizations not eligible under the Federal law 
to receive it. 
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Another State agency acquired 185 automobiles and trucks, and we 
found that 52 of them’had been somehow procured by individuals or 
ineligible institutions: 

In another State we found the local surplus-property officer actively 
associated with two surplus-property dealers, and in this particular 
case I understand he was later investigated by the Internal Revenue 
people. 

In another State an institution was given 7,000 headsets worth 
$48,000. 

Let me interpolate here something about what this property was 
worth. Of course, the only valuation that we have as a matter of 
record is the acquisition cost. And we want to emphasize that acqui- 
sition cost may be entirely too high compared to the value of the 
particular equipment. But in most cases, when I went over the 
reports, I was struck by the indications that the property in general 
or even mostly had never been used, or had been used very little, and 
quite often it was put down in the report “New condition,” ““Good as 
new,” ““Never opened—box never opened.”’ On the other hand, the 
valuation of the property may have been somewhat less at the time. 

In this case that | am talking about, as I recollect it, it concerned 
a liberal-arts college with a total enrollment of 120 students and, of 
course, they had the function of educating those 120 people. Some- 
how it became necessary, if we are to believe what they did under the 
law, that 7,000 telephone iedeadi be acquired for the proper training 
of these 120 people. However, when they got them, they dec ided 
that they could not be used and they were sold commercially for 
$3,700. 

An officer of the commercial company that bought the items told 
us that the items were in excellent condition, and that he had resold 
some of them, but would return the balance to the Government. 

The fact is that I have dozens if not hundreds of examples, and I 
can keep on giving them until the committee is tired of hearing them. 
I do not know just how many of these you want to go into. 

Mr. Hitueitson. May I ask a question there, Mr. Ellis, and then 
I shall not interrupt again? You mentioned that some trucks and 
automobiles had been declared surplus. 

Mr. Euuis. Yes. 

Mr. HiLLEeson. Since then, of course, many other Government 
agencies have purchased automobiles and trucks; is not that correct? 

Mr. Exuis. Yes. 

Mr. Hiuuextson. In other words, there is no coordination among 
the various Federal agencies in this matter? 

Mr. Euuis. Of course, that is a little too broad. We do generalize 
that there is not nearly enough coordination, as much as is required. 

Mr. Hinietson. That is all. 

Mr. Euuis. Just a few more examples. One officer sold a 1-ton 
International truck, a huge K-u truck, a K-7 tanker, a water tanker, 
a van trailer, a light plant, an office desk and table, hospital beds, 
and miscellaneous parts for $862 to a former city manager for use in 
the city school system. The business manager of the school system 
subsequently stated that the property was never received by the 
schools. 

In addition, investigation at the State prison disclosed that a road 
scraper and carryall, two major pieces of construction equipment 
received as surplus, were traded for beef valued at $1,025. 
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dump truck furnished to a grammar school in the same State 
was sold to a resident of the community for $1,000; and 4 of 6 jeeps 
allocated to the same school were sold to private individuals. No 
accounting has been made for the proceeds. 

In another county, private individuals, according to the records, 
procured trucks, jeeps, and other major equipment through a local 
school. The former superintendent of schools stated he authorized 
school-board members to get the surplus property the schools could 
not use. 

In another State, $40,000 worth of scrap metal was sold by the 
State agent without authorization. Local bank records reflected 
that the State agent deposited to his personal account 2 checks 
amounting to $4,069.08, a part of the receipts from the sale of the 
scrap. The agent said that most of the money was received from 
the sale of an accumulation of property received in a deteriorated 
condition. 

In another State, investigation disclosed that a Sheepfoot roller, a 
Northwest shovel, a portable air compressor, a Bay City shovel, a 
concrete mixer, a dump truck, and machinery trailer, all large pieces 
of construction equipment, were illegally obtained by an individual 
in the name of a high school, used by him in commercial operations, 
and subsequently disposed of by him for personal gain. 

The same individual acquired two power cranes from the State 
agency by drawing checks on the high-school account. He then con- 
tacted the principal of the school, paid for the equipment, and made 
arrangements for the fraudulent checks to clear the bank. The 
principal of the school advised that he permitted the transaction 
because he was informed that the dealer was short of funds and had 
obtained the equipment to train veterans. However, records of the 
Veterans’ Administration failed to disclose any record with respect 
to that. 

In one State three educational institutions had an excessive number 
of machine tools on hand and sold many others, in spite of the machine- 
tool-screening program conducted by the several branches of the 
armed services. 

One of the schools had a Milwaukee No. 2K milling machine, 
valued at over $5,000, donated to it by the Army Air Forces. It was 
not used because of the prohibitive cost of converting it to educational 
use. 

In a western State a group of individuals took over the buildings 
in an abandoned private school and established a new one and ob- 
tained valuable machine tools and other equipment with an esti- 
mated market value of $100,000. The machine tools were stored for 
a number of years and were not used. Subsequently, some of them 
were sold to commercial dealers. 

In another case an individual in a Midwestern State acquired 
electronic equipment for his personal use by falsely representing 
himself as an official of the local school. He made four purchases 
from the State agency warehouse. However, he had no authority 
whatever from the school officials to pure chase equipment. Investi- 
gation indicated that two small sheds at his residence contained a 
sizable amount of electronic equipment neatly arranged and sorted, 
It was impossible to identify the property acquired from the State 
warehouse because of the inadequate description of the equipment 
on the warehouse invoices. 
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In another State, a generator was found in its original crate, esti- 
mated to be worth about $2,000. It was one of these big farm-type 
generators. The generator had never been taken to the school 
but was transported directly from the declaring agency to the farm. 
Although a powerline served the school, the superintendent claimed 
that he intended to set up the generator at the school as a standby 
plant. He evidenced a great deal of concern over whether it might 
become known in the community that the generator had not been 
brought to the school, where it belonged. He did not want to keep 
the generator at the school because the members of the school board 
would notice it, find that it was not beine used, and direct him to sell 
it. We brought that to the attention of the State director of educa- 
tion, and he promptly reallocated the generator to another institution 
that could use it. 

A great deal of this stuff was transferred to colleges. Under the 
law they have to be nonprofit; for example, colleges that are tax 
supported. Now let us see what a nonprofit institution does. Here 
is a college which sold 28 precision instruments to a commercial 
company for $1,700. They were bought from the Government for 
$300. But it is still a nonprofit institution. 

One of the large universities sold for $24,000, 23 machine tools 
obtained as surplus property, which had been asked for but had never 
been used by the university. The total profit on this and some other 
similar deal by the same school was $78,000—by this nonprofit 
institution. 

At another place, the local school-board member advised that he 
got $800 worth of property for himself, for which he paid $136 to 
the former superintendent who gave the money to the State warehouse- 
man. What he did with it we do not know, but he sent the property 
from the warehouse to his farm; that is, the school-board member 
transported the property direct from the warehouse to his farm. 
There was no regulation even requiring it to be sent by the warehouse 
to the school that ostensibly was supposed to be using it. And he 
said that he never intended, or at least he did not use the property for 
educational purposes. 

Another school-board member—this was back in 1948, before the 
present GSA was organized—accompanied the former superintendent 
to the State warehouse and purchased specialized equipment for his 
personal use. He remarked at a board meeting that he needed 
generator and other equipment for his farm. Who doesn’t? The 
superintendent told him to visit the State warehouse where he could 
pick out for almost nothing anything he wanted and needed. He 
emphasized that at no time was he led to understand that the sur- 
plus property was intended for educational use only. 

Another member of a school board obtained six electric drills as 
donable surplus from the War Assets Administration. These were 
valued at several hundred dollars each. Of course, I want to be fair. 
Electric drills are a very sensitive item in any Government warehouse. 
They are very hard to keep. 

I might give just 2 or 3 more examples. Of course, we could go on 
with these as long as you want. 

At another university, the assistant purchasing agent bought a large 
quantity of drugs from the War Assets Administration. This was in 
1948. The drugs had a commercial value of approximately $76,000. 
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He purchased them at a discount of 95 percent under the law then. 
They had to make a token payment to the Government. He bought 
them for $3,800. The Act required certification that the drugs were 
to be used for educational or medical purposes. Although the agent 
filed a certificate, he did not make the drugs available to the university 
but sold them to a commercial concern for $21,615 and the drugs were 
subsequently resold for $51,000. 

In another case there was actual collaboration with an employee of 
the War Assets Administration, but the Department soon learned 
about it and took prompt action and the case went to the criminal 
courts. 

In another case in the Southwest, electronic equipment valued at 
about $2,000 was turned over to a State. It was received from the 
Federal Works Agency and was exchanged for a radar set. The 
equipment was included in a carload of radio tubes received by the 
college. Officials of the college advised that they had asked for 500 
radio tubes. Instead, they received a carload consisting of approx- 
imately 11,000 radio tubes and other electrical equipment. The 
radio tubes were stored and then exchanged for something else. 

Another college got a truckload of surplus electronic equipment. 
The president of the college stated that the property could not be 
used by the college, and it was transferred to another school and sub- 
sequently a professor at the university sold the equipment through 
an agent. But he has never reimbursed the school or anybody else. 
Nobody has taken any action on it. 

I could go on all day giving examples but I think I should summarize 
the weaknesses of the program. I think I should first interpolate, 
before trying to point out that there were weaknesses, that the folks 
were presented with a program that perhaps no one could have 
handled any better at the time. 

Bear in mind that since 1945 especially, and 1946, simply incom- 
prehensible quantities of material were turned over to the disposal 
agencies, obviously, as I pointed out, without adequate screening to 
see whether there was not a real need within the agency itself for this 
material. 

The subcommittee, by the way, will recall its own inquiries 2 years 
avo in Germany. I do not recall whether the chairman went along 
on that trip. But you will recall when the committee went over 
there to Germany last year to investigate stories with respect to the 
simply incomprehensible amounts of valuable property such as trucks, 
jeeps, Cadillac car engines—500 of them in a row that had never been 
used, tremendously valuable equipment—the committee found, after 
2 or 3 screenings by the military agency to determine whether they 
were valuable, that there were tremendous quantities of property and 
that finally, as a result of strong action by the committee, and because 
of the local hearings held abroad, the Department did set up a pro- 
gram of vehicle rehabilitation in Germany. I understand now that 
the property has been rehabilitated and has been put back into use 
by the Army and that some of it bas been transferred to NATO and 
is now making a valuable contribution to the military effort. But 
that would not have been done, I think, had it not been foi the strong 
action of the committee in demanding better procedures in the initial 
screening of the property by the Department that had it. 
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So, as I say, | want to emphasize that the job was a tremendous one. 
It is ‘possible, however, for the committee to inquire whether the job 
was not entirely too big for anybody. 

We do think, within GSA and its predecessor agencies that there 
was a certain failure adequately to screen the excess property, along 
with the military agencies and the other using departments to see 
whether it should be declared surplus. 

Let me make it clear, when | talk about GSA and its predecessor 
agencies, that a great many of the items that we have to talk about, 
the majority of the items, actually occurred since GSA was organized 
in 1949. Many of them did occur in prior years, but whatever the 
proportion, it is not important, because what we are talking about here 
is the program as a whole. 

Mr. Hitue ison. Did most of these abuses occur under the new law 
or under the old law? 

Mr. Exuts. I would hazard the generalization that most of them 
came under the new law. But that may be an unfair generalization. 
We did not try to be specific about it because, frankly, the laws were 
not too much different, except that it was handled by the War Assets 
Administiation formerly and the Surplus Property Act of 1944 which 
provided for giving some of this property to State educational institu- 
tions. But so did the 1949 act. The 1949 act set up the new agency 
and gave it this function. 

The reason we have generalized in this matter and lumped it all 
tog¢ther, is this: GSA took over the War Assets function. It took 
over the property that was still left and, in practical effect, took over 
most of the people who were on the rolls. 

Mr. Pitcurer. From what you are saying, it seems to me that one 
of the weakest pcints in this system is getting the different agencies 
of the Government to use property that is available. For instance, 
you mentioned the illistration of the brass valves. As any business- 
man knows, that item is about as staple an item as Camel cigarettes. 
And there are a great many agencies of the Federal Government that 
use brass valves. Brass itself is a scarce item, especially at the time 
you are talking about. 

For a State educational institution to ask for so many brass valves 
just does not add up. It would seem to me, from what you said a 
while ago, that the weakness here perhaps comes about from not 
having enough personnel or from not having the right thinking applied 
to the problem by the different agencies of the Government on items 
like that. 

With reference to the electric drills, for instance, that is just as 
staple aa item, and is used in almost every branch of the Government, 
as much as would be an item like a spoon or a knife or a brass valve. 
As a matter of fact, as far as brass valves are concerned, they had to 
scratch to get them in the last 5 years. It seems to me that is where 
your weak link is, in coordinating this, to find out where in the Govern- 
ment survice these items can be used. 

Mrs. Harpgen. Mr. Pilcher, when the Atomic Energy Commission 
comes up here to testify, we are going to ask them that question. 

Mr. Connon. May I ask a question Madam Chairman? 

Mrs. Harpen. Yes. 
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Mr. Connon. I have read this report which I assume that you 
prepared. You seem to be summarizing from a report that is dated 
March 20, 1953, a report by the Gene ral Accounting Office. 

Mr. Exuis. All I had was the copy that we sent up here. I did 
not know that it had been printed. 

Mr. Connon. Perhaps the committee printed it. In any event, 
this is a report of investigation of surplus property acquired by State 
educational agencies. 

Mr. Exuuis. | gather that that is the report. 

Mr. Connon. This is a printed version of the report that Mr. Ellis 
has been summarizing, I understand. 

Mr. Exits. We sent it up here a year ago 

Mr. Convon. I am wondering why you are so vague in your report. 
For example, we are going to have a man come here from my State of 
California _ you charging the State of California or anybody in 
the State of California with careless, nefarious and fraudulent 
activities? 

Mr. Exuis. Mr. omeneunenn, I do not know personally about any 
one of these, as to what State or school it was. 

Mr. ents Why do you oe know? 

Mr. Exuis. I have all the details in my records, but I did not 
bring those up, because I did not want to be in a positon of talking 
about specific schools or States. 

Mr. Conpon. I think, if we are charging people with corruption and 
fraud, the people are entitled to know who is being charged. 

Mr. Exiis. You can have all of the information that we have in my 
working papers. 

Mr. Connon. You have here in this printed report 19 specifications, 
under some of which you have subparagraphs a, b, c, and so forth. 

For example, in one of your summarizing paragraphs you say: 

A number of individuals connected with the program as such representatives 
of schools and school boards, and private citizens in no way connected with the 
program or schools, benefited illegally in many instances either through lax 
administration of the program or thiough their own careless, nefarious, and 
fraudulent activities. 

If we are going to charge people with doing illegal acts, I think 
we ought to spell them out. I do not like a generalization of this 
sort and I do not see why, in preparing this report you use such phrases 
as “in another State,’ ‘“‘a school principal in the same State” 

In other words, why do you not say, the State of Illinois or the 
State of California or the State of Kansas, or whoever the official 
was whom you are charging with illegal acts? Because if these 
people have been guilty of illegal acts, I think the proper prosecuting 
authorities should have the matter brought to their attention and 
they should be prosecuted. 

Mr. Exxis. Let me review a little what we have done as a practical 
matter. We have tried to work in the last year or two very closely 
with our friends in the Federal Security Agency which is now, I 
believe, the Department of Health, Education, and Welfare. We 
have worked with the folks in the GSA. We have turned over to 
them the original field reports from which this was derived. A great 
many of the cases have gone to investigation and some of them have 
gone to court. I mentioned one of them during the course of these 
proceedings. 
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It is not our function or purpose in sending a report to the committee 
to convict anybody or to put anybody on trial. 

We were asked to report on how this program was being carried out 
and whether it was being carried out in the way that Congress wanted 
it. For that purpose we were presenting the situation and if the com- 
mittee wants to know the individuals or the States that are involved, 
we will furnish all the information that you want from our working 
papers. 

Mr. Convon. I certainly would want to know, because we are going 
to have other witnesses here representing various State Governments. 
We are apparently going to have a couple of governors here and if you 
are going to charge, as you have done in this report, that people have 
been doing illegal acts, | want to be able to ask the governor, or the 
head of the State agency who may appear before this subcommittee, 
their version of these incidents which you mention anonymously in 
this report. 

I hate to labor this, but as far as 1 am concerned, I am referring to 
such statements as this, on page 6 of your report. [Reading:] 

Two State agencies acquired large quantities of surplus stainless steel pipe, 
bronze pipe fittings, and brass valves in excess of required needs. 

Now, what does that mean? 

Mr. Exuts. Excess of their requirements. 

Mr. Connon. When you say large quantities, what does that mean? 
How much did they get? 

Mr. Exuis. I would have to get my working papers to give you that 
information. 

Mr. Conpvon. What are the two State agencies? 

Mr. Exuis. I will have to get that from my working papers; I do 
not know. 

Mr. Connon. Without specific information, that charge means 
nothing tome. Your second one says: 


Another state agency, * * *, 


This has to do with the brass valves which you mentioned before. 
Did you say that was the State of lowa? 

Mr. Exuis. I think so. 

Mr. Conpon. Are you charging anyone in lowa with malfeasance 
in office or betrayal of public trust or corruption? 

Mr. Euuis. They asked for a reasonable number of valves which | 
suppose they needed, but the trouble was that they asked for 2 
truckloads, and they got 10. 

Mr. Connon. How much is there in a truckload, how many pounds? 

Mr. Exuuts. I do not know. This amounted to several tons. 

Mr. Conpon. Who ordered ithe two truckloads and how many 
pounds would that be? 

Mr. Exuis. I doubt if they knew. 

Mr. Connon. A truck might be a dump truck or one of these little 
trucks, with a small body in back of a cab, or a great big truck. 

Mr. Euuis. I do not charge the State of Iowa with ordering too 
many. They ordered a certain number. I suppose they had reason- 
able need for them. Everybody needed brass valves. What I was 
pointing out was the defect in the departmental administration where, 
having ordered 2 truckloads, they got a delivery of 10 truckloads, 
far more than they could use. 


$3459-——53 a 
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Mr. Connon. Did you question who was responsible for that error, 
who shipped 10 truckloads instead of 2? 

Mr. Exits. Yes; we did. It came from the Atomic Energy Com- 
mission at Richland, Wash. 

Mr. Connon. Which employee at the Commission made the mis- 
take? Are you charging more than a mistake? Are you charging 
fraud? 

Mr. Exuis. No, we do not say it was fraud 

Mr. Conpon. In your next paragraph, 3 (a), you say: 

A similar situation was found in another State where an institution received 
12 carloads of power cable from the naval supply center, Williamsburg, Va. 

In what State was that? 

You also say that the school used approximately 40 percent of the 
cable in construction work; the remainder could not be used. You 
say that the school sold the excess cable to salvage dealers for $4,850 
and retained the proceeds 

Mr. Exurs. I do not know what State it was. I tried not to know. 
I thought it was fairer not to 

Mr. Conpvon. I think if we are making very serious charges against 
people in this program, we ought to be very specific. 

Mr. Exits. | am making serious charges about the program. I am 
not mentioning any person. I will tell you, if you ask me, my phi- 
losophy in doing this. I work for the Comptroller General, Mr. 
Lindsay Warren. He has told me, and he is telling me once a month, 
he keeps repeating it, that we have three rules in our operation. One 
is to be right. One ts to be fair. And the other one is to go down 
» middle of the road 
It is not my object in conducting this investigation or writing the 
report, or sending it up here to Congress, to try to hang anybody or 
to send anybody to jail or to indict any individual for fraud or wrong- 
doing or anything else 

Mr. Connon. But you do accuse them. 

Mr. Exiis. I do not name any person. There is no person named, 


1 


Is 
the 


as you can see from reading that. I especially forswore calling anyone 
afraud. This is a report on how that law is operating. It is not my 
object to try to catch a lot of newspaper headlines saying that certain 
people have been fraudulent. JI am only here to try to serve the 
committee, to show what went wrong with that law. If the com- 
mittee wants to carry on a trial of certain individuals and they ask 
me to do it, I will prepare the case, and we will have it. But I do not 
regard that as my job. I think it is not fair for me to send up a 
report naming a lot of people The report may become public the 
next day and it would give those individuals no chance to answer, no 
chance to defend themselves. IJ am against that sort of thing. I do 
not do it 

I send reports up here every week, 2 or 3 reports a week, on 1 
program after another. I try my best not to send a report up here 


which if it were published would unfairly hang someone, figuratively 
speaking, without an opportunity to defend himself. That is why | 
do not name them in the report. But anything the committee wants 
to have, they may have. 

Mr. Conpvon. | agree with you; I certainly would be the last Mem- 
ber of Congress to urge that an investigating committee should be 
used as a vehicle to destroy unfairly someone’s reputation. On the 
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other hand, you are submitting a report to us charging people with 
benefiting illegally through their own careless, nefarious, and fraudu- 
lent activities. Those are the specific words. 

Mr. Exuis. I do not charge anyone. 

Mr. Conpon. You do, right on page 6, in the second paragraph. 

Mr. Exuis. You will find no person named. 

Mr. Connon. That is it. Ido not like vague, irresponsible charges 
against a whole group of individuals; I think we should pinpoint 
charges, because I know that you are involving people in my own 
State of California. 

Mr. Exuis. The only answer I can make is whatever information 
the committee wants, I will furnish it. But I think it unfair to put 
names in a preliminary report. It is not my policy to do so and unless 
the Comptroller General directs otherwise, | am not going to do so. 
I think it is unfair. 

Mr. Connon. Madam Chairman, I make the request that if this 
gentleman does not want to make this information public, it be 
furnished at least privately; that is, the specifications of these general 
accusations which are contained on pages 6 to 14 of this report, which 
was prepared by Mr. Ellis. I think that should be done in fairness 
to the witnesses who are coming before us. If some of them have 
been involved in some of these questionable or illegal transactions 
which are listed here, we ought to know about that before they come 
before the committee. 

In other words, if there is no charge against any of the people in 
California, it would be pointless to question any witnesses from 
California about any of these episodes. 

Mrs. Harpen. Mr. Ellis, will you furnish that material to the 
committee? 

Mr. Exuuis. I certainly will. 

Mrs. Harpen. Thank you. I should like to say that the committee 
does not wish to embarrass anyone, I am sure. We just want to be 
helpful to the various agencies by gathering information and facts. 
We shall ask the Department of Health, Education, and Welfare, 
when they testify, which of these cases, if any, they have turned over 
to the Department of Justice. 

Do you lave any furthur questions, Mr. Condon? 

Mr. Conpon. Sooner or later I would like to go down through 
these cases and find out what happened to them; those where they 
are actually charging theft and where someone should have been 
prosecuted. I want to know if that person has been prosecuted. 

Mrs. Harpen. I understand that Mr. Ellis will provide you with 
information on these individual cases. 

Mr. Exuis. I will give the specifics on each item from my working 
papers. I beg your pardon if I seem too heated about this, but I 
feel very deeply that question of fairness. 

Mr. Connon. I am certain that you are not going to use this sub- 
committee as a vehicle to blast anybody unfairly. But when you 
are charging fraud, I do not think it ought to be charged in a vague 
and anonymous way. Either do not make the charge, or tell us 
who was practicing the fraud. 

Mr. Hittetson. Madam Chairman, I was going to suggest that 
it is not our purpose to indict anyone here, it is purely to investigate 
to see if we can improve the law, if there is need for improvement. 
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Mrs. Harpen. That is correct. 

Mr. Exuis. | have a brief list of suggestions here concerning some 
of the more patent weaknesses which have permitted such a situation 
to come about. 

We — in the beginning, with some very few exceptions, that 
the Office of Education people failed to make a real determination of 
the use of phe property after it was allocated to State agencies 
and to the health and educational institutions. The State agencies 
certainly failed to maintain records and inventories, nor did they 
seem to have any reasonable contiol over the surplus property. 
Again, there may always be exceptions and one cannot generalize 
about anything without being wrong somewhere. ‘That is obvious. 
But by and large, that is certainly the situation. 

Neither were adequate instructions issued to the State agencies 
charged with the responsibility for the disposal of surplus property. 

We doubt that the program was coordinated as it should have 
been between the Federal and State agencies. The State agencies 
failed to present certifications of their need for surplus property 
and failed to control its use after it was acquired. 

I think that is the foundation for a great deal of this trouble; the 
inadequate understanding or realization of what Congress meant 
when it said that this property may be donated to the schools for 
educational purposes. If that had been fully complied with, if 
kad been realistically lived up to, very little of this would have 
occurred. 

Mr. Hiituetson. May I ask a question here? When one depart- 
ment declares an item or some items excess, before the item can be 
declared surplus, does every governmental agency concerned have 
to state in writing that they do not need that item? 

Mr. Exuis. I doubt if it is made that broad. 

Mr. Hituenson. Should it not be? 

Mr. Krrvan. There are very many complexities there. 

Mr. Hiiieuson. I think that would solve a lot of our problems. 
They would have to say that they do not need the item and then, 
if they purchase it the next day from outside sources, they can be 
put on the carpet. 

Mr. Exuis. 1 would have to talk to our friends at GSA about that. 

Mr. Hitiexson. I would suggest that you inquire about that. 

Mr. Exuis. I think that is a very fair suggestion. 

Mr. Krrvan. There is a time limitation in there. There is a 
period during which they do not claim it; then it is declared surplus. 

Mr. Hittertson. But they are not required to answer “Yes” or 
“No?” 

Mr. Kirvan. I think the people from GSA would have to give 
you the particulars on that procedure. 

Mrs. Harpen. Mr. Hillelson, we are going to have a witness who 
is going to testify before us on April 23 from that agency and he 
probably will go into that for GSA. 

Mr. Hinueson. Very well. 

Mr. Eris. As I pointed out when I started, a great deal of this is 
necessarily out of date, because we started this job 2 years ago and 
sent the report up a year ago. We have not had occasion to check 
up on it broadly ever since. However, we have been told by our 
friends in GSA that they have taken a great many steps to correct 
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the conditions outlined in that report. We made available some 
time ago our individual field reports and suggested that quite a bit 
more care be given in screening, and so forth. They have issued a 
number of administrative orders and regulations designed to bring 
about more effective control. Especially there was an order relating 
to surplus acquired by schools in connection with the veterans’ 
training program, which is quite a significant part of this whole job, 
clearly defining procedures for the responsible agencies which became 
effective in August of 1951. 

Also, there have been some amendments to Public Law 152, one 
was passed last summer, which may be entitled to credit for quite a 
bit of the improvement; I am not sure. It prescribes broad policies 
and methods to promote maximum utilization of excess by the 
departments. 

Let me speak a word from personal experience on behalf of the 
GSA with reference to this. It is one thing for GSA to have the 
authority to tell some department that they cannot buy a new desk, 
that they have got to use that one that they have. I know from 
experience that that is not an easy thing to do. The receiving agen- 
cies, after all, get appropriations from the Congress to buy these desks. 
They are not always willing to take the desk that perhaps has a little 
scratch around in back of it. The 1949 law generally provided for 
the transfer of excess between agencies at fair value. The law was 
changed last summer—and | believe this is important—in allowing 
the transfer now among Federal agencies, it amends the former require- 
ment about fair value and allows the Administrator, with approval of 
the Budget, to prescribe the reimbursement in certain instances. I 
am not familiar with how that has worked out. That is a new law. 
It may be that that device will help considerably in this business of 
pushing excess property from Department A over to Department B 
where it is needed which, today, is the key to this whole business 

We have also found that the Office of Education has taken adminis- 
trative action to correct many of the conditions set out in the report. 
They have obviously been very closely curtailed on the appropriation 
for this purpose. Congress has allowed a comparatively small amount, 
when vou consider the tremendous job that is involved. 

In one case that we heard of, over $59,000 was collected by the 
Department as a result of some of these cases and has been turned 
in to the Treasury, in some of those cases as a result of the investiga- 
tions that we made and others that they independently initiated 
themselves. 

I think I should call attention to the Comptroller General’s letter 
in which he made certain recommendations for the committee’s con- 
sideration. He made the recommendations as he is directed to do 
by the Budget and Accounting Act. (See appendix, exhibits 3A and 
3B, pp. 181-183.) 

First, that the existing laws be amended to provide for stronger 
internal controls geared to bring about a more complete utilization 
of excess property by Federal agencies. I think in part at least that 
has been done by the act of last July. If the policy, the Comptroller 
General says, of transferring surplus to the States and the schools is 
to be continued, we think the State agencies or schools should be 
required first, to furnish certificates of need based on the immediate 
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requirement for surplus property and not merely vague statements 
of conceivable future requirements. 

Secondly, we think as a basic control, the property should be dis- 
posed of by sale rather than donation, the consideration to be arrived 
at with some relation to acquisition cost, or some other logical basis; 
in other words, a reasonable percentage to be charged but that we 
no longer should allow discounts of 100 percent of value. 

The background of this is that even if a comparatively small price 
is charged, there will thus be developed within the States and the 
schools an automatic internal control against buying too much. 
Many of the comptrollers of institutions that I have dealt with are 
very hard to convince, and even if they are getting $1,000 worth of 
property for $100, if they do not need it, they do not want to put up 
the $100. That is the background of it. 

We also recommended a greater policing of the receipt and dis- 
tribution of the property, so that proper controls are maintained and 
that the end use be that contemplated by the law. 

We are emphasizing that this is a 2-year-old investigation and a 
l-year-old report. Still, we are not entirely prepared to accept any 
conclusion that now everything is white and lovely. 

Two days ago we made informal inquiry here within the District of 
Columbia and we discovered valuable properties that had been 
donated, all within the last year, to the District property agency as 
surplus. 

We are not presenting this as any particular criticism of the District, 
but it just happens to be something that we looked into 2 days ago. 
I do not have any reason to suggest that it is any different from the 
situation anywhere else. 

This property consisted of 5 tons of copper which is, of course, a 
critical metal; three 1949 automobiles with about 30,000 miles on each. 
These are 1949 cars with 30,000 miles. Also there were many hospital 
beds and a great deal of equipment, some of which looked to be very 
valuable; and some binoculars. 

Right next to the warehouse where we found the hospital beds, a 
new hospital was being built, as I recall it, with the help of the Hill- 
Burton Act. 

Mrs. Harpen. Pardon me, Mr. Ellis; from what agency did those 
cars come? 

Mr. Exiis. The Mutual Security Agency. This was within the 
last week. 

Mrs. Harpen. How many were there? 

Mr. Exuis. Three. 

Mr. Hituetson. They were declared excess; were they? 

Mr. Euuis. One, I understand, has since been reacquired. 

Mr. Krrvan. After they were transferred, they asked to have them 
back and one has been reacquired. ‘Two of them had been disposed of. 

Mrs. HarpEen. From where did the hospital beds come? 

Mr. Exuis. From the Veterans’ Administration. Perhaps you 
would like to see some examples of this property as an exhibit. Of 
course, I am not prepared to leave these here. 

Mr. Krrvan. This [indicating article] is nickel, which is a critical 
material. 

Mr. Hiitietson. Who has this? 
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Mr. Euuis. This is in the District. These were turned over to the 
District agent, who is comparable to a State agent in the various 48 
States. 

Mr. Hititetson. What do they do with this? 

Mr. Exuis. Supposedly this is given to them on certification that 
it is needed for educational or health purposes and supposedly they are 
given to some school. 

Mr. Hitutetson. How long have they had it? 

Mr. Exuis. As we understand it, all of this came within the last 
year. This item [indicating] is older. 

Mr. Hitietson. Approximately how long has it been there? 

Mr. Sinciarr. They do not have records covering it. 

Mr. Hituetson. They do not have any records? 

Mr. Sincuarr. They are not available. 

Mr. Hritieitson. There was no record to show when it was given to 
them, either? 

Mr. Stnciarr. Not that they could put their hands on. 

Mr. Exits. Here are the binoculars that they got. 

Mr. Hite ison. You say that these were in a storehouse? 

Mr. Euuis. Yes. I am not familiar with them. 

Mrs. Harpen. How many of those were in the warehouse? 

Mr. Sinciarr. That was the last pair available from an allocation 
of 48. 

Mr. Hituetson. Do you know when they were given to the 
District? 

Mr. Sinciarr. They were given within the last year. 

Mr. Hittetson. Do you know how many pairs were given? 

Mr. Kirvan. Forty-eight. That is the last pair. 

Mr. Hititetson. You do not know where the other 47 went? 

Mr. Kirvan. They went to the schools in the District. 

Mr. Hittetson. Have you confirmed that? 

Mr. Kirvan. That is the record. 

Mr. Exuis. Here is some copper wire. 

Mr. Krrvan. These are all critical materials. 

Mr. Exuuis. This wire is extremely beavy, about No. 4, I should 
say. ‘These were all found in the last few days. 

Let me emphasize again that I am not criticizing the District as 
being worse than any other. ‘This is here, so we looked it up but, so 
far as | know, others may be in the same situation. 

Mr. Stnciarr. There were 3,070 feet of that copper wire. 

Mr. Exuis. What about this big cable? 

Mr. Sincuiarir. That is a piece of underground cable. There were 
301 feet of that. 

Mr. Hittetson. And that was given to District of Columbia 
schools? 

Mr. Srncuarr. That is right. 

Mr. Exuis. It was given to the District disposal agent; ves. 

Mr. Kirvan. The emphasis here is on critical materials whick should 
be reacquired for stockpiling purposes. 

Mr. Sincuair. There were 898 cans of this product. 

Mr. Exuis. This is lacquer thinner. You say there were 800 cans 
of this? 

Mr. Sincxiarr. 898 cans of this. 
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Mr. Connon. Where did all this stuff originate, in the Mutual 
Security Agency? 

Mr. Exuuis. No; that was the three automobiles. 

Mr. Stnciarr. The binoculars were a Navy item. ‘This [indicating] 
is a Department of Justice item. 

Mr. Connon. You say that the District agent here had no record 
saying where these came from? 

Mr. Kirvan. In most instances the records are poorly kept, in 
most of the State agencies, and the District is considered as a State 
agency. 

Mr. Convon. There were no records to indicate the date of receipt? 

Mr. Kirvan. We can establish that as to some of these materials. 
For example, the binoculars, they can show where they came from 
and how they were disposed of, to which institution. 

Mr. Connon. Did these all come out of GSA? 

Mr. Krrvan. Not necessarily. The binoculars were screened by 
GSA. There were 66 pairs. The date we have is September 19, 1952. 

Mr. Exurs. This is our last item, if you wish to see it. It is in its 
box as it came. It is called a blackout system for motor vehicles. 
Possibly that is obsolete. It is possible that it is something that is 
not now usable. Iam not familiar with it. 

Mr. Kirvan. This was just a casual inquiry that we made here 
3 or 4 days ago. There were 235 sets of these. 

Mr. Exits. Do you have the acquisition cost of this set? 

Mr. HriitLtetson. How many were there? 

Mr. SINcLAIR. 235 sets. 

Mr. Hitietson. That was the entire amount given to the District 
of Columbia? 

Mr. Sincuarr. That is right. 

Mr. Hitietson. And they are still sitting over there? 

Mr. Srncuiarr. That is right. 

Mr. Exuts. I have just a few words more and then I will be through. 
I can give the committee more examples, for as long as the committee 
has the patience to hear them. It is incomprehensible the number of 
examples that turned up. 

The first point I want to make is this. We do not mean to say that 
GSA is responsible for all this directly, because it is true that a lot of 
this happened before GSA was begun. On the other hand, GSA 
inherited the property, the responsibility and the people of the old 
organization. 

I heard a speech not long ago by one of the officials of GSA who 
was reviewing the fine work which they have done; and I do not 
doubt that. He was pointing out the amount of surplus that they 
have disposed of, going back to 1948, under the old organization. 
They were pointing out what had been done. 

Bear in mind again that our report is at least a year old and the 
groundwork for it was some 2 years old. ‘There may have been lots 
of changes since then and we are definitely of the opinion that many 
correctives have been put in since this report was made. 

Mr. Hittetson. What individual is responsible for obtaining this 
property for the District of Columbia from GSA? 

Mrs. Harpen. Mr. Hillelson, we are hoping to have that gentleman 
before the committee tomorrow. 

Mr. HILuetson. Fine. 
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Mrs. Harpen. We are going to invite him to come up tomorrow. 

Mr. Euuis. That is all I have, Madam Chairman. 

Mrs. Harpen. Thank you, Mr. Ellis. 

Mr. Connon. There is one thing I am not quite certain of. How 
did this stuff actually get into the District of Columbia warehouse 
where you found it? 

Mr. Kirvan. Here is a picture of it. These are some of the items 
that are over there [referring to chart}. 

This [indicating] is the activity receiving it, receiving this educa- 
tional property. These were received by the District of Columbia 
educational agency from MSA, screened by GSA and declared excess 
Then they go to the State agency. Two of these here were shipped 
to the State agency. 

For example, take these cans of lacquer thinner. They came from 
the Chemical Corps of the Army. They were declared excess and 
and surplus property by GSA. Then they go to the District of 
Columbia educational agency for use of the educational institutions. 

This Department, the De partment of Justice, declared these black- 
out equipment sets excess. They were declared surplus by GSA, and 
they came to the District of Columbia. 

The binoculars were Navy property which were declared excess, 
screened by GSA as surplus. There were 47 pairs of them given to 
the District of Columbia on September 19, 1952. Some of those 
have been traced to the schools. Is that clear, Mr. Congressman? 

Mr. Connon. Not exactly. I can see where a camouflage lacquer 
thinner might well be obsolete stuff and where those blackout sets 
might be obsolete. But why in the world would the District want 
them? 

Mr. Kirvan. That is a good question. Why did they want the 
lacquer thinner. 

Mr. Conpvon. Or blackout lights. I can see no earthly value to 
them except, maybe, as scrap. 

Mr. Exuis. A great many schools got stuff that they had no use 
for, perhaps because they could sell it and get the money for it; and 
they did. 

Mr. Kirvan. That is the answer to your question about fraud and 
illegality. Much of this property could not be used for educational 
purposes. Many of the irregularities were by the surplus property 
dealers. There is no question of fraud in the GSA or the FSA or 
even in most of the State agencies. But there were individuals within 
the State agencies, as in the case that we pointed out where 1 man in 
the State agency was active in 2 surplus property companies. 

Mr. Connon. Has that man been prosecuted? 

Mr. Kirvan. The Internal Revenue Bureau has taken that matter 
up. 

Mr. Connon. That does not mean that the man is being prosecuted. 
They would have to go to him on account of income tax, but I am talk- 
ing about criminal prosecution. 

Mr. Kirvan. Policing the program is a GSA matter, and they have 
done a job on these cases, as the report shows. They have done a 
good job in prosecution. They have many indictments coming up. 
This program is worldwide and nationwide. I wanted to get that 
information to you. 
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Mr. Exxis. In view of the questions raised, I would like to make a 
brief summary. In the first place, let me make it clear that GSA 
should not be indicted for properties being declared excess by a 
department which should itself keep them. If I, in my office, say 
that I do not need this desk lamp any more, it is hardly GSA’s job 
or responsibility to tell me, ‘Yes, you do need it,” or that somebody 
else in my place needs it. 

That would explain some of these things coming out of the military. 
Secondly, it is FSA’s business, not GSA’s to see whether the property 
is needed for educational purposes or not. 

Thirdly, I do not think we can ever expect to have the full control 
that we need in connection with the States and local institutions 
because, after all, property that comes free is not cared for, they do 
not have the same attitude toward it that they would have toward 
property that they pay for. Easy come, easy go. And when you 
have 49 State agencies, and hundreds and hundreds of institutions 
and thousands of local officials in a program, you can hardly expect 
controls to work with the efficiency that you would expect in a smaller 
organization. 

Mr. Prucuer. It seems to me the situation is like this. These 
things are declared surplus. A State sets up an organization to 
handle the surplus that they will get. They get these long lists of 
surplus items and frequently it is not a matter of whether they need 
the item or not. Each State is trying to get all that it can, whether 
they need it or not. When a school representative comes up and finds 
out that it is free, they make application for it whether they need it or 
not. It is handled in that way all the way down from the Federal 
Government to the State level. 

In a great many cases, these people are appointed politically, at 
the State level. The governor may appoint some man to head up 
the organization, whether he knows anything about this business or 
not. The stuff is put in an armory or a big warehouse. Then the 
school board comes up to see whether they can use it or not. 

Mr. Exits. I think that is a fair summary of it. The result is 
that the State with the greatest temerity and tenacity gets the most 
property. 

Mr. Piucuer. Surely. 

Mr. Exits. As General Forrest said, it is the one that ‘‘Gets there 
fustest with the mostest.”” There is no such thing as distribution 
according to the needs of the States, or according to the population, 
or the amount of taxes they pay, or whatever basis you want to put 
it in. Whoever wants it, gets it. 

We understand that a great many efforts were made long before 
the property was declared surplus, in this way: They would say, 
‘“‘We need this; won’t it be declared surplus?” And pretty soon 
it is declared surplus and that school happens to get it. 

Mrs. Harpen. Thank you, Mr. Ellis, for a very interesting and 
informative statement. 

I should like to ask you some questions, please, Mr. Ellis. Perhaps 
some of the members also have some questions they would desire to 
ask you. 

Mr. Ellis, is it the position of the General Accounting Office that 
the donable surplus property program is essentially sound? 
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Mr. Exuis. I hesitate always to generalize. We recognize obviously 
some program has got to be in force. We all recall the tremendous 
situation that the military departments were confronted with in 1945 
and 1946. The War Assets took over simply uncountable millions 
and billions of dollars of assets of all kinds and there were tremendous 
pressures to get rid of it, because not only did people want to get the 
property, but there was a tremendous additional cost in keeping them 
and warehousing and maintaining them. At that time the talk was 
not how the Government can keep a piece of wire, but the big talk 
was how can we get this stuff out of here. 

Naturally there were such huge quantities that something had to 
be done, so some program was obviously necessary. The statute does 
set down a very considerable number of preferred recipients or donees 
and that, of course, is a new policy, and, as I told you, it is the General 
Accounting Office’s position to point out the facts and say nothing 
more. There is, however, a practical question we are permitted to 
raise. That is, when you have such an extensive list of possible 
donees that have to be taken up in order, and before you can sell it 
you have to do this, and this, and this, every such requirement, im- 
portant as it appears to the policy considerations of Congress and the 
anxiety to make the property available to the persons who need it— 
every such requirement adds to the cost of administration and policy 
and red tape. 

Mrs. Harpen. Is that so mor the present law? 

Mr. Euuis. In part it still is, 1 think. Bear in mind, I haven’t 
studied this for a year, so I ie ss I would have to pass on that ques- 
tion. I don’t believe I can answer it. 

Mrs. Harpen. Or is it just for health and education? 

Mr. Exuts. I don’t believe I can answer that without some study. 
As I say, I haven’t worked on it for over a year. 

Mrs. Harpen. Does the General Accounting Office believe that 
changes are needed in the existing law to correct the deficiencies you 
have brought to light? 

Mr. Exxis. I mentioned two items. The first step has been taken 
care of by the act of last July——the granting of greater authority and 
certainly a greater direction to the folks in GSA to police the program 
and come out with more specific recommendations to the receiving 
and donating agencies to promote greater transferability of excess i 
hope I am using the right terminology here—to promote the greater 
utilization of excess from one department to another by a more 
realistic valuation. That is surely going to be a help. It is new, and 
I don’t know. 

The point is this: If I am buying a typewriter for my own office 
and an appropriation is available, | have the money to buy a new 
typewriter for $150 or can buy a surplus typewriter for $100 or $12 
You know how old typewriters are. All I have to do is use it. Iam 
going to insist to my purchasing agent, ‘‘No, sir. I have to have a new 
one. I can’t do my work without it.’”’ Under the new order the 
GSA can put a more realistic interpretation on it. The purchasing 
agent can come back and say, “Wait a minute. We have only so 
much money in our appropriation and perhaps we can get it for $50. 
Perhaps we ought to promote better utilization.” 

In part that change has probably gone into effect. I haven’t 
surveyed it to see. There is, however, still the serious question 
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of whether we have not got to put a more realistic control on the 
transfers to States and schools if that program is to be continued at 
all. Because perhaps it is too much to hope that property given away 
will be asked for only in the quantities that they are needed, and it 
should be handled accordingly. 

Mr. Kirvan. There is one other point there too, Mrs. Harden, 
isn’t there, in relation to some of the materials we see here. 

The Federal Government is stockpiling much of that material 
and there should be a very close supervision of the screening of 
materials for the stockpile. We had brought tremendous quantities 
back from Europe. That was the purpose of the committee’s visit 
to Europe in the past year or so. But there are materials being 
generated as surplus, such as this copper. I think it is very important. 
We find so many materials that could be reacquired for the critical 
materials stockpiling program. 

Mrs. Harpen. You have answered some other questions that I 
had in mind, Mr. Ellis. Fa 

Mr. Hillelson, do you have any further questions? 

Mr. Hiuietson. No. You mentioned something about a law 
in 1951. You mean Public Law 152? That was 1949, actually. 

Mr. Exuis. What was the date of that? July 1949. Yes, July 
1949 was the basic statute. 

Mr. Hiiievson. That was the one you had reference to? There 
was an amendment in 1951. 

Mr. Exuis. Yes; and another amendment in July 1952 

Mr. Hititetson. How much would you say of all the property— 
you mentioned figures a few moments ago of around $600 million or 
$500 million both personal and real— how much of that property 
would you say was misused? 

Mr. Exuis. Let me verify that. I believe it was the chairman who 
gave that total. What we did was survey 21 States and got figures in 
19 States which showed around $90 million. 

Mr. Hiiievson. In the 21 States you say $90 million was given? 

Mr. Euuis. Yes. 

Mr. Hitietson. That was the right amount passed out? 

Mr. Euuis. Yes. To those States in the 2 years. 

Mr. Hiittevson. How much would you say was misused? Just an 
estimate. Do you have any way of determining that? 

Mr. Krrvan. No. Perhaps the majority of it was used properly, 
the probability is. 

Mr. Hituetson. | see. 

Mrs. Harpen. Mr. Condon, do you have any further questions? 

Mr. Connon. No. | assume we will have some spokesman from 
GSA; will we not? 

Mrs. Harpen. Yes. 

Mr. Pitcuer. When the thing started, was it not an economic issue 
that a lot of this surplus you were talking about was just piled up all 
of a sudden, and if it had been sold by the Government to individuals 
and thrown on the market all at one time, the psychology back of it 
then was it would stop this manufacturer from making this and the 
other fellow from making that and would cut down on the payrolls. 

Mr. Euuts. That was especially the philosophy of the 1944 act, and 
you recall the decision was made also to leave our property abroad — 
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our tanks and trucks and so on—to leave them abroad rather than 
bring them back and depress the market. 

Mr. Pitcuer. Some of the economists said if you got that over here 
and dumped it that it would cut payrolls and would hold down the 
economy. In other words, just to keep the wheels turning. 

Mrs. HarpEN. Mr. Ward, have you any questions? 

Mr. Warp. No questions. 

Mrs. Harpen. Our agenda for today was that we had a representa- 
tive from the Bureau of the Budget also; but they were unable to come 
this morning and they will have : a statement re ady for us by Wednes- 
day which will be included in the hearings. (See p. 99) 

For tomorrow we had scheduled the governors. We did not sub- 
pena the governors, but we asked them to come, and I regret to say 
at this time we do not have anyone who will be here representing 
the governors tomorrow. However, we have had statements from 
many of them. I believe they are planning to be in Washington a 
little later, perhaps some time next month when the President is 
calling them in. 

We shall invite Mr. McCallister, the District authority for surplus 
property, to testify before us tomorrow. I would like to have you 
return the exhibits if possible. If there are no further questions we 
shall recess until 10 o’clock tomorrow morning. 

Thank you for coming. 

Mr. Euuis. Thank you. 

(Whereupon, at 11:28 a. m. the subcommittee adjourned until 10 
a. m. the following day, Tuesday, April 21, 1953.) 
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TUESDAY, APRIL 21 1953 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, pm 

The subcommittee met, pursuant to recess, at 10 a. m., in room 1501, 
New House Office Building, Hon. Cecil M. Harden (chairman) 
presiding. 

Present: Mrs. Cecil M. Harden (chairman), George Meader, 
Jeffrey Hillelson, Jack B. Brooks, Robert L. Condon, and J. L. 
Pilcher. 

Also present: Ray Ward, staff director, and Jane E. Morgan, clerk. 

Mrs. Harpen. The meeting will come to order and the clerk will 
call the roll. 

The clerk called the roll and the following members answered to 
their names: Mrs. Harden, Mr. Hillelson, Mr. Brooks, Mr. Condon, 
and Mr. Pilcher 

Mrs. Harpren. Mr. Osmers is in his home State of New Jersey 
They are holding primaries there and he sent word he would be with 
us tomorrow. 

Mrs. Harpen. The hearing today is a continuation of the one held 
yesterday when Mr. William Ellis, Chief of the Investigations Divi- 
sion of the General Accounting Office, outlined for the subcommittee 
the findings of the staff investigation into the donable surplus-property 
program in 21 States. 

During the course of his testimony Mr. Ellis presented for the 
benefit of the subcommittee samples of items taken from the District 
of Columbia warehouse of surplus property for school and health 
institutions. 

Among the samples were a pair of binoculars, some copper wire, 
nickel sheeting, galvanized plumbing fittings, brass studs, and so 
forth. These materials were acquired under Public Law 152 of the 
81st Congress or predecessor statutes which permit State and District 
organizations to acquire useful and needed property for the benefit 
of school and health institutions. 

Since some of the material has apparently been in the District 
warehouse a considerable period of time, the question has arisen as 
to whether or not the material was actually useful and needed when 
it was acquired. 

We have therefore asked Mr. James McCallister, Administrative 
Services Officer, Department of General Administration of the District 
of Columbia, and his assistant, Mr. Leslie Parmele, Director of the 
District of Columbia Agency for Surplus Property, to discuss these 
items in detail, indicating specifically from the stockcards, or other 
records when the material was acquired, how much was acquired, 
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how much use has been made of part of the material, in order that we 
may have a complete story on these specific items. Then we would 
like to know the total extent of the surplus property on hand in the 
District warehouse by items, total value, the amount of property of 
this nature that is handled for the benefit of the schools and health 
institutions, and a general picture of the program in the District 
Then we would like to learn whether or not the District representatives 
have suggestions or recommendations for improving the program and 
specifically what they recommend 

We will now hear from Mr. McCallister. I think perhaps we can 
swear all three witnesses. You do have another gentleman with you? 

Mr. McCauutsrer. Two other gentlemen. 

Mrs. Harpen. Two other gentlemen. You have a Mr. Parmele and 
a Mr. W. P. Bogardus. 

Mr. MeCauuisrer. And also John M. Riecks. 

Mrs. Harpen. Mr. MeCallister, Mr. Parmele, Mr. Riecks, and 
Mr. Bogardus, will vou raise your right hands? 

Do you solemnly swear or affirm that the testimony which you 
shall give in this hearing will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. McCauursrer. I do. 

Mr. Parmece. I do. 

Mr. Riecks. I do. 

Mr. Bocarous. I do. 

Mrs. Harpen. Mr. MeCallister 

Mr. MeCauuisrer. With respect to the order in which you stated 
you wished the information, do you wish to have details first or a 
general statement first? 

Mrs. Harpen. I would think a general statement. 


TESTIMONY OF JAMES L. MCCALLISTER, ADMINISTRATIVE 
SERVICES OFFICER, DEPARTMENT OF GENERAL ADMINISTRA- 
TION, DISTRICT OF COLUMBIA; AND LESLIE P. PARMELE, 
DIRECTOR, DISTRICT OF COLUMBIA AGENCY FOR SURPLUS 
PROPERTY 


Mr. McCauutstrer. This program has been operated in the Dis- 
trict of Columbia since November 30, 1948, at which time it was 
established by authority of the Board of Commissioners of the Dis- 
trict of Columbia. There was no legislation at that time. The 
program was cleared with the General Accounting Office, and funds 
came from the participating departments of the District of Columbia 
in proportion to the property received. 

The program went along on that basis until August 16, 1950, when 
the Congress passed Public Law 698, which established the present 
program and gave it legal authority and provided for a $15,000 
revolving fund as a nucleus to start business. 

At that time there were 4 employees, and still are—Mr. Parmele, 
his assistant, 1 clerk, and 1 truckdriver. The program has operated 
in an abandoned dairy barn on the premises in southeast Washington 
where is located the Home for the Aged and Infirmed. 

The law provides that the program shall be conducted in accordance 
with the law providing for the Federal programs throughout the 
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United States. The law further provides for an advisory committee 
to the Commissioners, which has been in existence and is today. 
Mr. Riecks, who is here today with me, is chairman of that committee. 
He is associate superintendent of schools in charge of buildings and 
grounds in the District of Columbia school system. The advisory 
committee has on it representatives from the District public schools, 
Health Department, Board of Public Welfare, Department of Cor- 
rections, and from the private colleges in the District of Columbia. 
private schools in the District of Columbia, and one gentleman from 
the parochial schools in the District of Columbia 

The program continued as an independent unit until November 9, 
1952, when, by Commissioners’ order under Reorganization Plan 
No. 5, approved by the last Congress, the Commissioners transferred 
the activity to the newly established Administrative Services Office. 

The program has been continued since that time under my general 
direction in the same manner as it was conducted theretofore. 

It has been kept separate from the other operations because of two 
things. It must be separate because of the financial aspect, the 
fact that it operates out of a special revolving fund and the fact that 
the services are both private and public institutions in the District of 
Columbia. 


During the past calendar vear the amount of funds hi indled in this 
program ti all $25,835. That figure is 10 percent of the estimated 
fair-market value of the property received, not the acquisition cost, 
which is, I understand, FSA’s figure. This is what Mr. Parmele 
estimates the fair market value to be, and that is charged to the 
institution that receives the property as it is transferred from the 
Federal Government to the institution That 10 percent is the money 
from which we pai the cost of handling. There is no profit in each 
vear. The moneys that have accrued in excess of $15,000 provided 


by Legislature, plus a cushion of $15,000 which has been built up so 


there is a total cushion of $30,000 in the fund-—the excess is cut back 
to the agencies in the form of bonuses. In other words, they receive 
the property without paying service charge to the extent of the per- 
centage participation they had in the program during the year, so 
that from one year to the next there will never be any more cushion 
in this program than the $30,000 which exists there eee 
Now, as to the $25,835 handled in the last calendar year, $12,575 
of it came from the District of Columbia institutions. The pub lie 
money is broken down into $9,325 which was from approp yriated funds 
and $3,250 from funds provided by PTA’s, or by schools having funds 
from private sources. They have aanatend this property for the 
schools. The private and parochial schools of the District of Colum- 
bia participated ; their extent financially was $13,260. So, slightly 
more than half of it, propertywise, was for property that went to 
private and parochial se ‘hools in the District of Columbia. 
Now, that is the picture up to date. As far as the future is con- 
cerned under reorgani‘ation—that is, the reorganization order which 
established the Administrative Services Ollice—so far as is known to 
me at this time we do not contemplate altering or changing the method 
of operation of this program, unless it is so dire ted | yy the Congres 
or others in authority. tt has gone along successfully and : sapesently 
satisfactorily to all conc erned, 
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We cannot bring it into our other property program of purely 
District business; you can see that financially cad otherwise we can- 
not. We cannot even use the same warehouse for the surplus prop- 
erty, that is educational surplus property that we would for regular 
District personal property. We have another building in which we 
keep that property in order to assure that we do not mix up this 
property in any way, the warehouses are even in different sections of 
the city. So far as we have it, it is completely separate and we do 
not contemplate blending it or mixing it in any way with the rest of 
the District of Columbia’s business. 

That is my general statement, and if there are any que stions 

Mr. Brooks. Madam Chairman, could I ask one question? 

Mrs. Harpen. Yes. 

Mr. Brooks. Did I understand you to say that you received $25,800 
approximate!) which would constitute the 10 percent of the fair 
market value of the property donated to various organizations? 

Mr. McCauutsrer. Yes, sir 

Mr. Brooks. That means you gave away about $258,000 in the 
last year? 

Mr. McCauutster. That is the estimated fair market value placed 
on it by Mr. Parmele who has the program and who handled the 
material, 

Mr. Brooxs. Well, is the fair market value what it would bring on 
the present market or is it one of those market values that you assess 
20 percent of the value or 30 percent of the value, or is it actually a 
fair market value? 

Mr. McCauuisrer. So far as is known to me—I will verify this with 
Mr. Parmele 

Mr. Parme ce. It is, as near as we know, the fair market value. 
For instance, a filing cabinet would be $3 for the handling charge: we 


would give away a poor one, but a good one would be $3. I believe 
they would sell in your war surplus stores for around $35 

Mr. LILUI LSON. Wh: atl Wol ld they St l] for on the market? 

Mr. Parmeve. That is what I say. At these war surplus stores 


you will find they sell for $35. 

Mr. Hinievtson. And you mark them what, sir? 

Mr. ParmMete. $3; $3 handling charge 

Mr. Hitterson. Ten percent of your $30. Ten percent is the fair 
market value? 

Mr. Parmete. Ten percent of the fair market value. 

Mrs. Harpen. Did vou have any further questions, Mr. Brooks? 

Mr. Br OOKS No. 

Mr. Hitie_son. You say you keep those in a separate warehouse? 

Mr. McCauutster. Yes, sir. It is a rather poor warehouse. 

Mr. Hituetson. Where does the warehouse come from? 

Mr. McCatutster. We use an abandoned dairy barn 

Mr. Hitievtson. Does it belong to the oa Committee? 

Mr. McCauutster. Yes. It is on a tract of land on which is 
located the Home for the Aged and Infirm and a home for colored 
children. 

Mr. Hriuetson. Pardon me for not quite understanding, but you 
mentioned a revolving fund of $15,000 which was supplied by the 
District of Columbia. 

Mr. McCauuister. Yes, sir; appropriated by the Congress. 
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Mr. Hittetson. And then you mentioned another cushion fund 
which amounts to about $30,000 

Mr. McCauuisrer. $15,000 additional. What they have done, 
out of the moneys that accrued from the receiving institutions, they 
let that 10 percent over and above expenses—there is always a little 
more than expenses——build up for a period of a couple of years until 
they had an added $15,000, so there is $30,000 in the revolving fund 
today. 

Mrs. HARDEN. Will the gentleman \ ield? 

Mr. Hitieuson. Yes. 

Mrs. Harven. Mr. McCallister, the Public Law 698 to which you 
referred, section 2 reads: 


There is hereby authorized to be appropriated from any money in the Treasury 
to the eredit of the District of Columbia not exceeding $15,000 as a working 
capital fund for the operation of the agency, which fund shall be used as a per- 


manent revolving fund for all necessary expenses of such agency. 


Now, what authority do you have to have this cushion fund which 
you spoke of, of $30,000, the $15,000 additional to the $15,000 spoken 
of in the law? 

Mr. McCauuister. Frankly, I] don’t know. It was there when 
this program was transferred to the office to which | was appointed 
last November, and the money 1s there. We have not touched it; 
we have not spent it; and just why they did it I can’t answer. 

[ will sav that the limitation there is on the amount of moneys to 
be appropriated and the moneys over and above that are not appro- 
priated funds. They are moneys that have come from participating 
agencies. 

Mrs. Harpen. It Says not to ex eed $15.000 

Mr. McCauuisrer. ‘The amount appropriated is not—— 

Mrs. HarpDEN. As a working ¢: pital fund for the operation, not to 
exceed $15,000. 

Mr. McCauutster. Well, my understanding of the statute was that 
the amount of $15,000 was the limitation on the amount that was to 
be appropriated. Now, I 

Mrs. Harpen. Could you build it up to $100,006 or any other sum? 

Mr. McCauutstrEr. Theoretically, 1 suppose so. It 


is Lo he a 


nonprofit thing and as long as the moneys which were accumulated 
from the institutions were returned to them there would not have been 
a profit in the operation. 

I don’t know—Mr. Parmele, why did they build up the other 
$15,000? 

Mr. Parmee. Well, as I understand the reading there—I am not 
a lawyer, or anything—they gave us $15,000 which we could use but 
could not spend. In other words, on this other $15,000 we went to 
the budget office of the District and the other officials and said, 
“Where should we stop; and how much should we keep as a reserve 
in the fund?” Because this is an appropriated fund but we can’t 
use it; we can only use it and return it back to the fund. So we set it 
up, after talking to them, at $30,000. At the end of the year anything 
in excess of 30 we give back as a bonus in the form of property. 

Mr. Hinitetson. Mrs. Harden. 

Mrs. Harpen. Yes. 

Mr. Hiivetson. They mentioned giving back a bonus. I don’t 
follow that, either. 
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Mr. McCauutster. This is an explanation and complete details of 
the amount of funds in each participating agency, the amount they 
spend in the program; and then you have over here bonus due. , 

Mr. Hitievson. Mr. McCallister, you say you are authorized 
$15,000 and then someone else authorized another $15,000, and, for 
example, you have $40,000—I mean this is an arbitrary figure. 
Supposing then you had $40,000 at the end of 1 year; then you would 
have in excess of the $ 10,000 a figure of $10.000. 

Mr. McCauustrer. Yes 


Mr. Hititetson. That would be paid back in bonuses, as I under- 
stand it; is that correct? 

Mr. McCatutster. Ye 

[r. Hy LSON. Who do you pa that to? 

Mr. McCatuister. To the participating institutions, and there is 
a complete breakdown of the amount they spent in the program. 

Mr. Hitutetson. You n an they pay for it and ret paid back? 

Mr. McCauutstrer. They pay for it on the estimated value. If 
at the end of the vear have anything over the $30,000—and [ 
have f vhat the total s th 

Vir. HILLeLse Is th ro d fe n 152. or do vou know? 

Mr. McCauutst! lt provided for in 698: 698 says it shall be 
» me Dro D ram 

Mr. Hiutetson. Does that mean it has to be given back to 
pal ) 30 FIVE 1 ba kk » the Trea u y? 

Mr McCa.LuistT1 R No r it goes ba k to the participants. It 
does not go back to them actuallv in the form of cash. It goes back 
to them in the form of additional property issued to them without 
co 


Mr. Hituetson. What is the average expense a year on this 
yroevram? , 

Mr. McCauutster. Around 20,000 a year. 

Mr. Hititetson. And that is on the basis of salaries or operating 
expenses, and so forth? 
Mr. McCauurster. Ye 
Mr. Hrtietson. Do they pay for the transportation of these items 


operating expenses 


to their respective locations or does that come out of this fund? 

Mr. McCauutster. It comes out of this fund to the extent that we 
deliver it. Much of it they pick up 

Mr. Prucuer. Mr. McCallister, you said you got $25,835 in 1952. 
That is based on 10 percent. What did you get prior to that; do you 
have a record? 
Mr. McCatutster. I don’t have the total figure. 


Mr. PILcHER. You don’t know what you got in 1951 or 1950? 
Mr. McCatutsrer. No, sir. I will have to furnish it for the com- 
mittec I don’t have thi information. 


Mr. Pircuer. That is the total amount that the District has re- 
ceived since this program has been in effect. Wouldn’t we want to 
know that? 
Mrs. HarpEeN. Yes. 
rLCHER. All you have received since the program has been in 
effect, all the property that has been received since the program has 
been in effect. 


(The information requested is as follows:) 
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Mr. McCauuister. All right, sir. 

Mr. Pitcuer. This $258,350 in 1952, that is the District’s assess- 
ment, or, that is, that is what they say that property is worth at the 
day they received it? 

Mr. McCauuister. Yes, 

Mr. Pitcner. Now, have you any way of telling the Government’s 
cost of that same property? Do they furnish 

Mr. ParME.e. Sir, by taking the FSA’s figures of the property that 
has been allocated to the District of Columbia, which I believe is over 
this same time you are speaking of, it was $450,000. 

Mr. Pincurer. In other words, approximately around 50 percent? 

Mr. PARMELE. Approximat¢ ly. 

Mr. Prrcuer. The way you assess it is approximately 50 percent 
of what the Government pays for it? 

Mr. PArMELE. Yes, sir. 

Mr. Pitcuer. In other words, the Government in 1952, just in 
round numbers, had about a half million dollars of property received? 

Mr. ParMELe. Yes, sir. 1 think that checks. We take our figures 
from FSA records. 

Mrs. Harpen. Are there any other questions? 

Mr. Connon. Could I ask some questions’ 

Mrs. Harpren. Yes. 

Mr. Connon. Now, as I understand it, you received certain per- 
sonal property. You have not received any real property through 
this program? 

Mr. McCauutstrer. No, sit 


Mr. CONDON. And vou received certain per sonal property ior 
example, we had a list of exhibits brought up here vesterday, some 
cables, some binoculars, some blackout headlights for automobiles 
and some cal of camouflage pamt or lacquer thinner, and various 
thine of that Sort : 

Now, just stai and tell me how did you cet hold of this stulf? 
He did you | air, io! exampl hey had S92 ans of lacquer thin er? 

Mr. McCauutster. Those properties are all published. The lists 


ied te ak ! 
are publisned, 


If you don’t mind, if I may have vour permission, I would like to ask 


Mr. Parmele who actuall found out where the propert was and 
brought it here and disposed of it to a parti Ipating organi atiol 

Mr. Conpon. How is it published? For instance, you have 892 
eans of that thinner Where did vou learn where the 892 cans of 
lacquel thinner ere avalabl 

Mrs. Harpen. Mr. Parmel 

Mr. ParMete. That propert is p d through GSA 
Kederal If at the end riod n hich lim 
I see the man from GSA here: he can give an explanation, | believe, of 
the proce of th much | ter than I ea how he process¢ of 
this property through Governm it 

If at the d of a given} od of time hy oO The | 1 tl ) 
er nt for it th il rned ove! » FSA r util tion in th chool 
and health program. 

Mio (C'ONDON Now, \ hy, for exa nple, did the District of Columbia 
get S92 cans of camouflage lacquer thinner instead of, say, the State 


of California 
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Ir. PARMBEI This property just came in within the last 2 weeks 
from an installation close by 

Mr. McCatuister. Whi lid vou find out they had that? 

Mr. PARMELI Th d over to me by FSA on Form 120 in 
whicl we proces the pap »y then and hey o back to the base 

Mr. Conn I mean competition among these various 
Distr ar Stats swarnmaoenta? : 

Mr. Parmete. No. sir. T! leral Se y Agency has @ nev 
title vhich I can’t | to Chey this down in propor- 
tion to th tudent be n \ us States 1 territories that 
I i proj tv anc he res ) | ive it to 
us O ion ba 

Now, tl sounds lil lot of lacquer t} actually, it is 
a mount when yi lown into gallons | believe, [ am 
ou would hay th FSA, but I bi we got all 
or the r thinner th son that particulai hipment but ther 
wouldn’t be enough there t vide among 2 or 3 Stat 

Mr. Conpon. Ther t 100 or 125 gallons there, if there wer 
ejoht hy d-odd pin ( ot ti l a Ts 

Mr. J Phat correct 

\ir. Conpo l am cur is to how this thing is set up as to how 
this st | is allocated. Do 1 have to make some sort of certificate 
that you need thinner, binoculars, pipe foil 

Mr. PARMELI Lacquer thinner is a very, very desirable item It 


used anvwhere from 
[t ean be 


It 


can be 


used with | 


shops 
for brushes 
institution 


Mr. Conpbo>? 


IS a very 


Wi had son 


Ne 


il 


t classes down through any one of the 


le testimony 


acgquer and it can also be used as a cleaner 
very desirable item 1m a school or in any 


that, I think, 


vesterday 


there were 48 sets or pairs o| binoculars given to the District of Col- 


ly J 


Lo 


of which on 
men came around 
sets of binoculars? 
Mr. PARMELI 
tutions within the District 


umbia, was 


you 


see 


ic 


ft in vour wa 


rehouse at the time these 


What did you do with the other 47 


Those are all issued to the various edu 


of Columbia, and 


cational insti- 
we received a certificate 


from each institution on these as to how they were going to use them, 


and they had to justify the 
binoculars 
Mr. Connon. 
Mr. PARMELE. 
they used them u 
line of which I an 
Mr. Connon. | 


Chev used 
biol ry and 
1 not fully q 


am still 1 


What did they use them { 


ot 


() 


them in science 


bird study, ar 
ialified, possit 
( le arin my 


mind; maybe 


use before we would issue them a pair of 


r? 

» and the studv of lenses; 
id other things along that 
lv, to 

not 


you are 








the person to ask this question of; but I am just curious as to how 


thines get allocated to the District, say, instead of to Maryland or 
\ ircinia or some other nearby State. 

Mr. ParMELE. Sir, binoculars were on nationwide distribution and 
I believe, if my memory serves me correctly, were placed in 45 of the 


ol which we share. 
DON The 


of binoc 


PARMELI 


48 States, 
x ‘ 
V1 ( ON 

obsolete 


Mr 


recelved oul proporto! ate 
I 


ok 5 
Navy ior some reasor decided this Was 


an 
did not want the m any more? 


these b 


set ulars and 


Sir, if you will inspect 


Ino ulars closely you 


will see they are far from perfect. I ask that you hold them in the 
reverse and hold them 4 inches from the light You can see fungus 
deposited there from, probably, down in the South Pacific. 
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Mr. CONDON. You mean these are substandard binoculars? 
Mr. Parmeve. Yes, and I might say these are an exceptionally 
vood sample. Most of them that we vet are not as cood as this pair, 
If you W ill look through them this way you W ill see patch s ol fungus on 
the lenses. 
Mr. Brooks. | just wonder, isn’t il quite possible that this pair 


of binoculars has some very few slight spe 


cs of funcus, and even if 
they had a lot of fungus isn’t it perfec tly logical to think they can he 
cleaned, as | understand binocula Scan be clean d? 


Mr. PARMELE. Sir, that is very possible. On the ticket on these 
binoculars | showed this to Mir. Sinclau they are checked as being 
excess 

Now, at the end of the war I think that all of our military installa- 
tions had an excess of property. They did not have the personnel to 
vive it the propel warehousing You have to hold vour eyes about 


4 inches from them and look directly at the light and vou will see those 
spots in there 
Mrs. Harpen. Pardon me. Couldn’t they be cleaned? Fungus 
doesn’t Frow On olass does it 
Mr. Pat MELE, Yes, they ( yuld be ce] ‘waned certainly th VY can be 
cleaned. 
Mii CONDON. Qi course | ppose thatis the] rob] in of the Nay 
They are the ones that declared them excess. They a: yund surpl 
» that vou mere i) i to ve them 
Now, we have had mn { imon rom the GAO, in ct the ave 
a report here saving that prope i e m ept f tl va 
LV] OL propel list! uber unde Ss p rai What ( t ol 
ir. 3 MEI We can O71 { eCOr ervthinge that 
has left our warehouse to the pa pating agenci 
Mir. Conpon. Did you sign some sort of 1 pt showing 1 nt of 
ah, can pain ill! I l t 
Mir. PARMI hat 1s poss! done | e true lriver, and in 
many cases it 1s nt to us tor n S121 re [rom the bas 
ir. Co »N in other 1 I ao u \ 1 record vour o , 
I L now « ot the pet ) opel 1 have ePLVe’ nder 
Lb pI ain 
[r. PARMELE. Yes, su 
\I Cx NS DON \ 0 ) nt na I l ) Si rl e 
S17 0 Lb to ) nna )) I ( Or 
\ Some pri me ] cl y o the 
1)j Ol 
\ CONDON. * { ! ) | | i e 
i) l t ob ¢ ) I in I \ ( I 
Vir. P bbs) 
\I COON ) \ rt | ! sta 
encies dis dad dol S | in 
{ bo | ( ( d A mos- 
( bro | re | I i ) 
hid \ eVer ¢ i } I yan Ot ¢ ( 
lhc | ~ i 
Ir. PARM 1 
\ (70 ON bid yul ¢ Cl iV ¢ oO j y if. » 
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M P MELI Well, the reftormatory has been considered an 
educational institution. I have heard it said any number of times by 
AY Clen mer, head ot the cal penal nstitution that the No. 1 
project of that imstitution is to get the men so thi can go back into 
l ni trad and so rth, and w e given property 
tr thar 

r.{ ONDO I don thu Vii qua thie but in view of these 
hei 1 cl I d V the 4 \¢ j 1'¢ ul ities and 
cs ! pect OF the ci ess, neiarious d fraudulent activity 
( eople pi ( ati pro n i inten oa every witness 
mcerned with th he has a record « nowledge of any 

it i 
r I M No ae | yuld I l the attention 

| I on thie 
ir. ConpDo? | have as i ti GAO to bring to mv attention some 
ao entation of the ‘eneral chal Ss mad | the , rt, which ] 
! en t recelved | ta O LOW ‘ Instance mM which you 
] ( \ d ym thine, hethe it Ino ul Ol a les or copper 
Ol mr hinge ¢ that vou have distribut to some schoo] 
or hos] | or something of that sort and they, in turn, have sold the 

commod -- 

Mr. PARMELE. Not to my knowlede: 

Mr. Connon (continuin And taken the cash and put it into their 
p ram? 

vir. P 1.ELE. Not to mv knowledge 

\Ir. ConDON In other words, vo have no instance that you can 
tell us about where anybody has sold this stuff that vou have dis- 

! 


tributed to vou ools. al | 0 forth? 


Li 
\ir. ParmMeLE. No, sir. We are very, very explicit in our instruc- 
tions to the participating agencies in the District of Columbia and we 


impress upon them that this property co id not be used illegally or 
sold. 
Mr. Connon. Now, we got some blackout lights, or something of 


that sort, and I remember asking the witness vesterday, what in the 
world would you do with those blackout lights? What good would 
those do? 


Mr. ParMELE. Sir, it is my idea that this can be removed. I be- 
lieve this lens under here is coated—not this one, but on one of these 
other ones coated with laeq ler Wwiicn could ay washed off and then 
it could be used as Aa ba KUpD li nt or dir ctional li ‘ht or stoplight for 
a vehicle if it were placed in a school automobile shop or otherwise. 
This piece here could be a tremendous saving to anybody operating 
a Vi hi le, 

Mr. Connon. In other words, vou feel that by ma 


in the lens and putting in clear glass instead of the opaque it could be 


ing some changes 


Mr. ParMELE, Yes, sil It is entirely up to the ingenuity of the 
shop instructor to convert those into a useful accessory to a v¢ | icle. 
Mr. CONDON. Now, again, | ruess this would not be criticism 


1 1 1 
] 


directed at vou because vou apparently see lists of things available 


Mr. Convon. Thev sav it is available in this area But we did 


O people that they are 
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rather critical of things of this sort, for example, that they say are 
critical—copper wire being declared surplus. 1 assume that criticism 
would be directed to whoever declares a surplus, which would be the 
GSA, is that correct? I mean, do you use that type of wire? 


Mr. PARMELE . That wire could bs _ mn Various places. At the 
time I had in mind small sections of it possibly being used in a labora- 
tory where they need large wire for carrying heavy current. It is 
all one roll: the entire amount is on one roll. We possiblv could use 
some of it: some ol it could be redistributed to ie iol boring States. 
You can’t ask the base that has the property to divide that roll int 


3 or 4 parts, so we retransfer within the surplus property divisions of 


; : ; 
the various States property that we have in excess 


Mr. Connon. In other words, you are at liberty under this program, 
if you have, let’s say, some cables or wires that you cannot entirely 
consume with any of your member i ear hospitals, you are at 
liberty to dispost of if hbecuieedl ae yinia? 

Mr. P MELE. By contacting the Seal Agency, yes sir. 

Mi CONDON. You meal you have to go back to the Kederal 


Security Agency? 

Mr. ParMELE. We go back to the Federal Security Ageney and 
the papers all clear through them and the property Is charged out to 
the other State. 

Mr. Connon. There was some testimony yesterday about three 
1949 automobiles that came from the Mutual Security Administra- 
tion. The man said they had 25,000 miles on them. Are you 
acquainted —_ those three automobiles? 

Mr. ParMELE. Yes, sir, ] am. The information is slightly twisted 

Mr. Conpon. That is what I was afraid of when I listened to the 
witness vesterday. 

Mr. ParmMee. I would like to give my version of it. We wer 
called at approximately—it was after lunch; I can’t give the exact 
date. We were called to pick up three vehicles. At the time I was 
with Mr. Honeycutt, from North Carolina, and Mr. Janney, of 
bdae sa The three vehicles in que stion were assigned to the District 
of Columbia, North Carolina and the State of Virginia. They were 
vi in town. We were called and asked to get these vehicles out 
before 4 o’clock in the afternoon. 

Mr. Connon. Do you mind if I interrupt? You say “assigned 't 
North Carolina, Virginia and the District of Columbia.” What do 
you mean? 

Mr. Parmeter. By the Federal Security Agency. 

Mr. Conpvon. Allocable to you as donable s urplus prope rty? 

Mr. ParMELE. Yes, sir. The two gentlemen in question here did 
not have the means of moving them so we moved them, that is, the 
District of Columbia moved them to our warehouse that afternoon. 

| believe it was about the 19th of March that the assistant to Mr. 
Honeycutt in North Carolina came up and drove his vehicle to 
Raleigh, N. C. a 

On the 20th day of March a gentleman by the name of Carpenter, 
representing the superintendent of the Greene and Madison County 
school system in Virginia, came and took the Pontiac that was as- 
signed to Virginia. 

The Pontiac assigned to the District of Columbia is at my ware- 
house. I had promised disposal of it, but I did not have title. Vhe 
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papers on the Pontiac were to clear after we picked them up, and [ 
have never had title and have never been able to dispose of the vehicle. 


The mileage on the speedometer is somewhere in the neighborhood of 


30,000 on the one that is at the warehouse. The oth rs, | believe, are 
in the neighborhood of 36,000, the other two; it is purely an estimate. 
Mr. Convon. I mean the District, if it had them, had them only 


temporarily because 

Mr. P RMELI I was doing a favor for my fri nd at the North 
Carolina State agency and for the Virginia State agency. 

Mr. Connon. Were these all 1949 automobile 

Mr. Parmeter. No, sir; they were not. In fact, I believe the one 


that we hay ; actually a 1948, but a 1949 model; in other words, it 
came out te in 1948 b e that 1s correct 


Mr. Connon. You mentioned two Pontiacs What was the third 


ParMELE. No; I belli » the other two were 1947’s, I am not 


sur I kno one t! 

Mr. Convon. Do you of your own knowledge have any knowledge 
these vehicles were declared excess by the MSA and later declared 
surp 3s Py t | SAT 

Mr. Par I have no knowledge ey | were asked to 
move th les ia 

To ot] ( ( called « { In the aiter- 
nor ) hy m al the la lav of the 
I » SA } le ( ) nme! I I y to! e « an 
ad I ti I I »CcoO rate 

\I D vour d ymplete list, an 

| under this 

Ny } It t of tin » straighten 
lt, § ! co FT t T aon 1 ) 

\ ( . ‘ } ( vu probably 
\ ) = 

\ I 

NI x. How many vehicl ( het yu started to 

re thia pry ' 3 the District re from the Federal 
( 


ar 
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Mr. Connon. As far as your own records are concerned and you 
own knowledge is concerned, you could trace every bit of personal 
property that has been given to your organization under this donable 
surplus property program from the time you received it until it was 
distributed to one of your participants or else it would be on hand in 
your warehouse? 

: Mr. PARMELE. | could, W ith dithieulty, sir, because our bookkes ping 
has been improved in the last year. <A year ago | added a member to 
the staff who is a bookkeeper and accountant, to help us with the 
records because | was not satisfied with the records previous to that. 


We have all of the records there; it would be rough to get them in shape. 

Mr. Conpon. Supposing the records of the General Services 
Agency showed you were given 200 callons of paint thinner. Would 
you either have 200 gallons of paint thinner in your warehouse or 
could you go to your records and show that 2 gallons were given to 
this school and 5 rallons to this s hool, and so on? 

Mr. Parmer. Yes, sir, and we are posting it on our records. 

Mr. Conpon. 5o even though it would be a tremendous task 
because of the individual number of items involved, you could work 
out a balance sheet of some sort to indicate the disposal of this prop- 
erty to your participating schools and whatnot? 

Mr. ParME.LE. Yes, sir. 

Mr. Connon. And you can show what each school got or else it 
would be in vour inventory in your warehouse? 

Mr. PARMELE. Yes, sir. In the last vear we have done a great 
deal to improve our tem, and I bel eve that if Mr. Sinclair is in th 


audience, he could state—-he asked for papers on various pieces 0 
° . ! as { ] rani i 
equipment which we were able to secure, I believe, fairly rapidly, and 


if he would care to say anvthing on that 


Mr. Connon. Well, we had Mr. Sinclair vesterda‘ 

Mr. McCauurster. On that point of the record, we had an audit 
recently by the District Auditor’s Office; we have not received the 
final report, but I did see a drafted tentative report. They criticized 
our records but found nothu rres ilar They did not like sor O1 
our recordkeeping, but they did agree that it was being improved, a 
they are making recommendations for certain further improvements 
in the recordkeeping. 

M1 CONDON. Apparently the charge was ma le by the General 
Accounting Office that in some instances donabl property has fallen 
into the hands of certain surplus-property dealers; that schools and 
hospitals have taken it from General Services and in turn resold it at 


a lower pri eto sul plus property dealers who then resold it at a highet 
price and made money on it {re you aware of any such instances’ 

Mr. Parmete. Not in the District of Columbia. 

Mr. McCauutstrr. I would like to say with respect to the District 
of Columbia property, the District government sells us certain 
property as junk, and it is all cleared to one office. That office is 
under my direction, also. None of our institutions can sell anything. 
Gallinger Hospital cannot condemn it without approval of the 
District Property Office. 

Mr. Conpon. If the property has only a salvage value the hospital 
cannot dispose of it? 

Mr. Parmeter. No, sir. 


> 














AQ DONABLE SURPLUS PROPERTY PROGRAM 


Mr. Pircnrer. Has the District ever sold any property that you 
acquired under this program? 

Mr. McCauutstrer. We may have 

Mr. PARMELE. Sx rap metal 

Mr. McCauutster. We regularly sell scrap from the warehouse 
with approval of FSA, 

Mr. Prrcner. How much did you sell last year? You say you 
have a quarter of a million dollars’ worth; how much of that property 
did vou sell, call it scrap; how much did the District sell last year, 1952? 

Mr. Parme.e. I do not have the records here, sir, but I could furnish 
tho eto the committee 


iT ; “ry : . . f.} ° 
(The information ré quested 1s as follows: 


ADMINISTRATIVE SERVICES OFFICE, SurRPLUS PRopERtTY DIVISION 
A f iROT UN 30 l 
FSA cant \ ZU. J e ] | 
Shey Iron & Metal Co.. 23.857 pou it $37 per to! 1$435. 80 


100. OO 
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Report on sale of scrap—Continued 
JULY 1, 1952, TBROUGH MARCH 31, 1953—continued 


FSA redisposal case No. 307, October 1952: 


Silbey Iron & Metal Co.: 10,600 pounds, at 39.90/T a . SIGE 62 
DCEASP handling charges, $10 per ton : 3. A 53. 00 
Paid Federal Security Agency, Nov. 7, 1952___-_- fe ee 138. 52 


FSA redisposal case No 307, Dec: mber 1952: 


Silbey Iron & Metal Co.: 15,210 pounds, at 39.90/T ae 2 303. 44 
DCEASP handling charges, $10 per ton gaat 76. 05 
Paid Federal Security Ageney, March 1953 ‘ 227. 39 


RESUME 


Coll ected from sale of scrap Aug 16, 1950, through Mar. o1. 1953 e om. O86. 55 
Paid Federal Security Agency for same period : 948. 5! 


Balance in sale of scrap account as of Mar. 31, 1953 _ =k, Dae. 96 


) 


Mr. Prrcuer. Who was the money turned over to? 

Mr. Parmeter. The Federal Security Agency for deposit in the 
Treasury of the United States. The sale of any property acquired 
under this program which is not used by educational or health in- 
stitutions is authorized after we contact the Federal Security Agency. 
We are authorized to sell it and the money, outside of what we charge 
for the handling, what we have invested in it, is returned to the 
Federal Security Agency in the form of a check to the Treasury of 
the United States 

Mrs. Harpen. Will vou please furnish that? 

Mr. Parmeter. How much we turned in? 

Mrs. Harpen. Yes. 

Mr. Prrcaer. Did you sell anything that was useful? In other 
words, your testimony is that the District has never sold anything 
you got from the Government except scrap. 

Mr. Parmeter. Sir, that is one of my faults. I save things that 
sometimes I should have disposed of; it is purely junk and sometimes 
the junkman doesn’t even want to take tt away. 

Mr. Prrcner. Do you have any idea how much critical material 
you have on hand, like copper, metals, nickel, or that kind of material? 

Mr. ParMELE. I have two boxes of sheet nickel that we have 
received. We cannot trace where we received it. It evidently came 
to us on one of these warehouse clearance programs at sometime 
back. I weighed one of the boxes this morning before coming here. 
It weighed 265 pounds, including the box. We have two of them. 
We assume that is sheet nickel. You have a sample here, I believe. 
I don’t believe I am qualified to say it is sheet nickel and I believe it 
should be sent to the Bureau of Standards to find out what it is, but 
we are assuming that it is sheet nickel. We have guarded that over 
a period of about 3 vears that we have had it, allowing only 2, and 
not more than 4, pieces to go out to a school at one time. 

Mrs. Harpren. Pardon me. Why did you accept that or take it 
if you don’t know what it is, Mr. Parmele? 

Mr. Parmeter. We located that in the warehouse after a busy 
week of moving property in from the clearance of the Navy torpedo 
plant in Alexandria which was being cleared for making a Federal 
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Record Center, and we received various forms of metal from over 
there. It could have been there possibly a week under something 
when we found it. We didn’t know where it came from exactly. 


property that has been in error and 


In the past we have picked ul 
the base us rally calls us and asks us if we have received it and we 
find it and return it to them 


Wed dn t know whe e that came from: that bast was clearing and 


if we went out there with the two boxes they would have thrown us 
they were try Ing’ to ele ar their decks. 


sure, pecause 


out, I am I 

Mr. Hittetson. Actually, vou do not have records on this nickel? 

Mr. Parmete. On the two boxes of what we are calling sheet 
ni | 

Mr. Hiiuetson. Richt You mentioned something else a minute 
avo about these binos ulars: you had one pair left when these centle- 


men came down to check some of that? 


Mr. Hitueztson. And vou said vou had. we will sav. accountability 
or at least you had records of all of them and, as I understand it, 
vi sterday we asked Mr. Sinclair how lot ¢ they had been there and 
he co uldn t tell us: ar d we sald, “Why? and he said because there 
were no re yrds ay ls | le 

Ir. Parme cE. I believe we furnished Mr. Sinclair witb the number 
of tl Ace SItLO of th inoculal we received, which was a 
reacqulsli n from the Ss of Ni Caroling 

\ir. HILLELSo How lo 1 they been th 

Mi } N ( ‘ | most 

Mr. H \Il of tl ocular 

Mr. Para Only o hat is the onl of binocu 
we ha 

Nii H oO Tt oO | D la | not h } 
the er 

M 7 N 

\ i] ( ()) You lacquer thinner 
l i ) 

\I y 

Mr. \ thin 
bu yu in {, ( j 

\1 | i! I O1 t AI rorces, in 
many « t| ( od 1 more expensivi 
to p ) 1 ty ( ) and » | th, than it would be 
to b new, and ndi that the various 
(ove! ep irom pl J ) sma quantil 

Mi Hil ON. IS | only lac thin r you have evel 
received? 

Mr. Parmeter. That is the only lacquer thinner I have received 


in some time, sir. 

Mr. HinLeuson. Since you have been in this position. 

Mr. Parmeve. No; I believe back in the days when War Assets 
was going | received some other lacquer thinne1 

Mr. Hitte son. I mean, that is, since 1949. 

Mr. Parmeve. I would have to refresh my memory from looking 
at our journal to see the property picked up 

Mr. Hituetson. I would appreciate knowing about that. Also, on 
this lacquer thinner, who declared that excess, do you know? 
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} 4" } ] 
Lhe Edeewood Arsenal, | VveHeve 


Mr. Parmeter. That came fron 
‘ ] 


(‘I he information requested iS as follows: 


Received 


Dec. 22, 1949: Per gallon 

88 gallons, synthetic automotive paint inner $0. 75 

2 gallons, Enichione “air dry” thinner 170 

Mar. 3, 1950: 3 gallons, lacquer thinner i. 00 
All the above was received from the Naval Ordiance Plant, A] indria, Va 


Mr. Hrtuetson. Was there a need on your part or on the part of 
the District for that lacquer thinner? 

Mr. ParMELE. Yes, sir, I believe that I could move considerable 
quantities of that. The fact is, | believe the public schools probably 
could use, if they were al 
a thousand gallons of that 

Mrs. HARDEN Have vou moved it or do vou still have it? 

Mr. Parmeter. The property was just received in our warehouse 


under our progran 


I don’t have the exact date, but it was just picked up within the last 
couple of wet ks and just came in our warehouse, and ve have disposed 
f some of that la quer thinner 

Mr. Hirutetson. You have proper records on that, the laequer 
thinner, then? 


Mr. PARM! Yes 





Mr. HILLELSON And the s ne wav with the binoe il rs? 

Mr. PARMELE. Yes 

Mr. PiucuHy I beheve vi aid that the ] ssophy of the diff 
ent agencies was that it is cheaper to just ¢1 iway lacquer than it 
is to pick up th me amount and carry it to another wareho 
when they have to pay freight mM Sol 

Vil | MI I hi l } | unt SII even the hy Vou a 
ni | In <¢ 1S LOSE pint cans 

Mr. Priew [t is not the volume; i the neip! 

Mr. Mraperr. What is the price of that? 

r. PARMEI I looked 3 Go yment catal I ! 
not have it this size [It is somethi n ¢ rf lollar a lon 
This idently has been in sto e for some time. You hs a lo 
there from e) aporation. If you ke it vo vill that that ean 
is not full. It is a very volatile | 

Mr. Connon. SO that the oss \ l of the ( it hund 1-o d 
pints of the lacquer thinner you have would be based o nage 
price of a little over a hundred dollars? 

Mr. Pare Yes, si I don’t have the exact value that the base 


gave it on the form 120, but I looked it up in the Government catalog 
after Mr. Sinclair was over at the warehouse just to find the value of it. 

Mr. Pitcuer. Hov many feet of that big cable do you have, that 
underground cable? 

Mr. Parme ve. I ordered some cable from Dahlgren, Va. I was 
under the assumption it was smaller cable than that We get fooled 
many times by the nomenclature on this material; it may not be 
exactly correct. I have a great demand for 2- and 3-wire cable. By 
the way, this 1s not as large as that, however. 

Mr. McCauurster. How many feet did you get? 


33459—53——4 
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Ir. PARMEI I don’t have it here, but there was approximately 

72 feet, | believe, of that cable. i stand to be corre cted by an inspec- 
m of the records 

Mr. Pitcher. That is not the one I had in mind. In that wire 


| i . ol } { ‘ { ) 
‘abie there are several hunared teet of it 


Mir. ParMELE. There is one roll of approximately that diameter 
ndicating Qur request called for 3.070 lineal feet at 5 cents a foot, 
a total of around $150, or somewhere in that neighborhood, for the 


encire Tou 


Mr Pincner. What is the Government price on that cable? 


Mr. PARMELI five cents a foot. 

lr. Brooks. For this cable? 

Mr. ParmMee. For this cable 

Nl 1ILLELSO I think I will b iy some of that. 

Mir. Prncuer. I will, too 

M PARMELE. Sir, | am just quoting the papers that come to me 

Mir. Connon. When you say list, I thought this was donable surplus 

property? 

Mr. PARMELI The acquisition COst is normally carried, 7 with 
1 papers which we make out and when we make out a record Ol 
eques for property {| eC acy on cost Is piaced on the prope rty ul 

Mr. Connon. Do you have a blank form 120? Is that the basic 
iO nt that deseribes all this stull 

Mir. P LI} Yes. s 

\I ("ONDON Do i ha one thet | could look at? 

NI r ELI , 120 see if I have one 

See sample of form 120, appendix, exhibit 6, p. 220. 

Mr. Conpo That is tl m made out by the FSA? 

NI PARMELI No; it is made out by the holding installation that 
s donating propert\ r releasing property. 


‘ 


lepartment or activity 


Mr. Connon. Form 120 is made out by the « 
or whoever is declaring something excess? 

Mr. ParMELE. Yes, sir 

Mr. Conpon. And in that you describe the property. You speak 
of nomenclature being coniusing; | suppose they say they have so 
much of so and so? 

Mr. PARMELE. Yes 

Mr. Conpon. Wire, or whatever it is, and do they put down on 
that form 120 what it cost the Government to purchase it? 

Mr. Parmeter. Either that or an estimated cost. 

Mr (CONDON It ' est mated? 

Mr. PARMELE. It is sometimes estimated and sometimes otherwise 
Sometimes it is very, very difficult. 

Mr. Conpon. Then would there be a form 120, for example, made 
out on a vehicle? 

Mr. ParMELE. Yes, sir 

Mr. Conpon. Like that Pontiac you were speaking of? 

Mr. PaRMELE. Yes, sir. 

1 


M (CONDON. (And that would how what they actually paid for 
| 


+} ; 
nat fontinae 


M PARMELI For the vehicle. Those forms 120 come to us for 
nspection and we return them to the FSA and IL bel 


. : 
leve they are 1n 
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Mr. Conpon. So that you may get a dozen or more forms 120 
showing various types of property that someone has declared excess 
and surplus and you may not want some of the items. What do 
you do then? 

Mr. ParMe.e. We get these forms 120. We look at it and see if 
we can use it. If it is possible to inspect it we try to mspect it. It is 
not always possible. Weturndowna - mendous amount of property 
that comes over the board. We try to pick up only that property 
which is usable because, as an operating agent of si urplus over here in 
the warehouse, if we get a piece of property that doesn’t move it costs 
us more to handle it than the property is worth before you get throug 
the process of disposing of it. In other words, we try to pick up only 
those items which can be used by health or education. 

Mr. Connon. And you then, I think your original testimony was, 
charge your participating institutions approximately what you think 
is 10 percent to cover your cost of salaries, warehouse maintenance, 
trucking and transportation, and so forth? 

Mr. ParMe Le. Yes, sir. In other words, it is strictly a handling 
charge, and then in the form of a bonus we give back whatever 

Mr. Conpon. You credit them? 


Mr. PARMELE. Credit them, so it brings it back to the actual cost 
of operation. The fizures on last year’s oper: ations show that we 
returned 28 percent of the moneys turned in, which means we over- 


charged 2.8 percent on the 10 percent cere 

Mr. Hintietson. May I ask another question here? 

Mrs. Harpen. Yes. 

Mr. Hinietson. You stated a few minutes ago that you take only 
those things that are based on need. 

Mr. ParmMete. Things that we think can be used and are needed 
by health and education. 

Mr. Hitutetson. And on that basis, then, you gel nothing that 
isn’t? 

Mr. ParME LE. No, sir; we make errors: There are mistakes in 
nomenclature; there are any number of things as to condition, and 
so forth, so that sometimes we pick up eae that cannot be used 
by education. 

Mr. Hittetson. Then what do you do, return that, also? 

Mr. Parme.e. No, that is sold, with the moneys gomg back to 
the Treasury of the United States. 

Mr. Hinuetson. The stuff you returned, do you keep records 
on that? 

Mr. ParmMe.e. Returned? 

Mr. Hitueuson. Yes. 

Mr. Parmete. The only thing returned to the base would be 
something which they might request to be returned or something 
that would be pick ked ul} in error. 


Mr. Hiitueison. I see. In other words, everything is either sold 
to these health and education institutions or vig sold as Yoh at we term 
junk? 


Mr. ParmMeue. Very, very little is sold as scrap and salvage, but 
there is some. 

HinLeLtson. You mentioned a few minutes ago about kee ping 

things over a period of months and over a period of years. Now, 


vhat, for example, have you kept over a period of years down there? 
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Mr. Parmeter. Well, there are probably quite a number of items I 


have he question came uy 
Mr. HILuetso> I mean, what IT am trying to get at, if you keep 
them that long where is the need to have them? 


Mr. PARMELI! As I made a statement awhile bac k, I have a fault 
of SAVING things that should be sold as scrap, and I refer to some 
hospital beds I talked to Mr. Sinclair about. JI mentioned I had some 
hospital beds, and in the hospital beds I have, there isn’t a complete 
hospital bed in the group; they are all pieces of hospital beds. We 


can’t even make one hospital bed out of what we have. I have 
probably had those hospital beds, if vou wish to call them that. for 
approximately 2 vears. Iam hoping mavbe someday we will get some 


more hospit il be Is: they maa be broken and we can use thes e to repall 
others 


Mr. Hituetson. Those ar 


all the things vou have kept over a 
period of months 
Mer PARMI LI} No: | have an mber of items. 


Mr. Hituteison. How large is this warehouse vou have there? 

Mr. ParmMete. Approximately 12.000 square fee 

Mr. HiLLeLson For example, the cost of 12,000 square feet of 
storage. how much would that cost on a commercial basis? 

Mr PARM 1] | am not q 7 fied to answer that If we have a 


man from the General Services Administration here he possibly could 


Mr. Hriuexuson. In other words, vou do not have any idea what 
tl ) r( Di is orth per ure Toot? . 

‘ P MI Ch stora ) have is not desirabl ‘his 
WwW al ( ‘ Cd \ } I We ha an al | down 
the ) OTL ¢ el cle which r I th ( ter 1s 
raised O | ( icult to ha ny rt of ware- 
h h tl flo it we havi It is no 
( 

Mr Hn It uld b ful for st invthing els 
. is ; 

\ | { i ti ) la l l ) is a2 W ‘eh yUSE 
2 ’ ot de LD W ious pace, 

\i Hi 4 ) \ Pa ) } YOu Day nit ; 

Mr. I LT] No, ma’am | { furnished b the District. 

4h i] LI LSO Ju Oo! ovuner thing What do vou igure or 
estimate that itecsts vou to op ite this warehouse of yours? 

\ir. ParMELE. Well, the actual warehouse space itself, there is no 
cost of operation of the warehouse other than telephone and things 
of that nature. It isour moneys that we pay out in salaries, shipping 
expenses, telephone expense, and so forth 


Mr. Hituteison. I mean there is a cost, though, for operation some- 
where down there? 

Mr. Parmeter. We do not pay any rent for the building. 

Mr. Hitutevson. I mean there are other costs, other than rent? 

Mr. ParMELE. Well, the personnel that is there. 

Mr. McCauutster. Most of the labor is furnished by boys who 
are, l suppose ] should Say, inmates of the industrial home for colored. 
which is just several hundred feet away from this dairy barn. Those 
boys are used down there from time to time, as assigned by the 
superintendent. 
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Mr. HiLLetson. On the basis of a trusty 


Mr. ParMELE. Assigned to us. 
Mr. Met ALLISTER Assicned { 


0 


Mr HILLELSON in other words, 


operating; you have mor 


Mr i RMELI 


' , 
help us load or unload a vehick 
more help, the loading of a great 
by help that comes with tl 


rie 
N I PARMEI ‘ Ld ove oO \ 
\lr. Hinite ison. There are 4 
ehicles? 
"Al kL My Wal ru I 
it. HIILLI ) On i vou 
Mr rARMELI W tra ported 
Mr. Hiturison. Isn’t th ) 
tra | rted? 
Mii % RMEI it was not ve 
Guard Armory to Blue Plains, 
M HILLELS And parti 
papers on nem? 
Mr. P gE. W ve Wel 
( 3 thy m 
1 
‘ il ) ilt i j 
) mo hn l . 
\] i KI] \ Lihat as Ol 
Mr. Parmeter. That rt « 
' ' 
eh 
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I I I | 1i2hy LO KIM 
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OULG | rot } 1@ at ¢ ¢ ) 
‘ ' . 
Mi Lill LS OY i thin 
+ | 
) ) cont yt vpre } 2 
\ Pp \ T | 
I I I l i } 
I i | } j l ( 
a L ul ( Cin iy i¢ i 
VO Vi L CODY « if 
. 1 > . 
\i DROOT \} | 
AT I f r 
NI L yEN Lt ' rik 
. rT) 1 
Mr. B1 | I 1m 5 
resp I mitl \ ] 
ended when it i \ 
1 . a : : 
s( Ul, i ( ( aS ) ( ( 


Wort 
vou do 
If it 


| 
} 
} 
IN 
ne ata 
) » 
Ol 
' 
i) 
tO 
) 
Ti) 
Thes¢ i 
’ 
i) 
I 
\ 
! 
rf T) 
att 
{ { 
i yh 
1 
opert 


\ 
l 
Tie 
| 
if 
i 
) 
! 
Li 
ie 
0) 
i 
| 


IGRAM 


= ) 
till 
I 
vvit 
j 
1 +] 
) 
t \ 
LiiO 
4 


17 











DONABLI RPLUS PROPERTY PROGRAM 
M PARMELE. No, sit According to Federal Law 152 there is a 
( compliance that we are supposed to monitor the program; we 
are supposed to see that the property is not improperly disposed of. 
Mr. Broot The lav 
Mr. | fELE. Und 
Mr. Bre Yes 
Mr. P -_ e] compliance in d to the program 
Mr. J ) And vou | | before th 1 lowing out that 
| f { \ nee of the situation is that you have 
7 
\ Pr [ I } | yunt of tu [ sho have 
on it. but to know \ 
( rog n | the Dist t ol 
( ) 
i ( ( | ther ] v to ibl 
hor and publie he tals on the acquisition of th property : 
PARM No, su They are all to be treated alike 
Mr. Brooxs. By “ail,” what do you mean? 
Mr. Parmer. In other words, we try to place the property where it 
needed most, 1f 1t comes to a question It brings us back to our com- 
mittee, of which Mr. Riecks is chairman; we had an item on which 
there was : argument between two educational institutions on the 


procurement of It I vAaAve My recommendations Lo the adv iSOry board 
as to where the piece of property should go, and they followed through 
11 ith ; 

Sometimes you have a piece of property that a number of people 
would like to have, and you try to place it where it is most needed or 
where it will get the greatest utilization. 

\[r. Brooks. Normally, then, you give the same weight as to the 
need of the private and parochial schools that you do to the public 
schools? 

Mr. PARMELI 
Mr. Brooks. E 


Mr. ParMgE.LI Yo S, SllI I pride myself on trying to be as fair as I 


sir 





possibly can be 
Mr. Brooks. Is that on a per student ratio? 
Mr. Parmeter. No. I believe if you went on a student ratio you 
would find it is very heavy in favor of the private and parochial school; 
Mr. McCatutster. You mean present distribution, because they 


x £ yy . i pia? 
have fewer students 


Mr. Parmete. Fewer students; yes, sir. 
Mr. Meaper. Do you know what the enrollment is in the public 


S LOoOIS 
Mr. | ntage of enrollment in private and parochial 
school I lie schools, so we can compare them. 


take the figures and my knowledge of it 

ls of the District of Columbia have nine- 

tenths of tl tude population of the educational institutions of the 
: J l ave and below 

scnoo! ave ane LOW. 


Mr. McCauutster. Including higher educational institutions? 
Mr. Parme.e. Including colleges, and so forth. Now, under these 





things we have shown you that we have given approximately 50 per 


4 ] ~ 4+ 4 LI; 
cent to nonp bhe and oU perce t to public 
I I 
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Mr. Brooks. In other words, the 90 percent of the student enroll- 
ment is in public institutions and they have received less than 50 


perce nt? 
Mr. Parma Yes, sil 


| Broo \\ eas the On ent ry { and parochi 
schoo ha recelrves CN ot 5 pe ( ( ‘ 0 role 1) 
ais outed in t} mst \ ¢ 

Mr. Parmene. Yes, si 

rs H RDEN Pa ( ( that i ) 

\l) Pa \ p ) PY P 
Lhe d la ) ( 
IQ! he | I ! i | 

\ M1 cl And i] 

Mr. ] Yes, t 
the funds to ) ro - ' ol prop 
! yweKed up l ( th pro l \ ( ! Nn vO } ( 
S ip to 25 per nt ¢ { ost » Dut ( 
Wse if n ad ti bh} ho i ( ! Minas to | rT) 
t L\ COoOTK | m1 LO isé t - ! 11 ( | \ 1 
it down when otherwise thev wo 1 dil » to take 

Mr. Meaper. Might I ask : lestion 

Mrs. HarpENn. Yes 

Mr. M EADER Do vou recovel!l tran I { mst | ! t! 
agencies to which vou assien this de ble property 

Mr. PARMELE. We recover all expenses in this handlir hay 
that we place on the property, and then as | stated, last vear we wet 
2.8 percent overcharged. It is very Vel dificult to come ri { 
down to the actual expense of moving a particular piece oj iuID-~ 


ment, so we do it on a value basi 

Mr. HILLeEtson. | notice that the yovernor of one of the States 
states that there is a verv hich rate of pilfer: in this type of ma- 
terial What is your opinion on that? Do vo have any pilferace 
at all? 

Mr. PARMELE. Yes, sir; anybody that runs a place that is open te 
the public has a certain amount of pilfera; At times I have fe 
very badly about it, but I read an article in the Reader’s Digest, and 
Ll have read some other articles about pilferage and I think that the 
program nationwide is to be commended on the small amount of 


pilferage that we bave in comparison to commercial house 

The article that Ll read in the Reader’s Digest, | belie. tated 
that in their hardware department, in the small items, thi ost 2 
percent. We have pilferage, but I think it is a mmimu 

Mr. Hintevson. Well, the pilferage, is that by the different mst 
tutions that come in there to buy it? 

Mr. Parmete. It can be by any human individual. TI 
can say. I mean it is anyone that cor 

\ very unfort inate th ne al Cc vhen e named | surpli 
property P It | Vel hard to overcon tI te line of the 1) blhic 
that this is property hat is no good to the Government t hy no 


value, it belongs to no one, and we have had a tremendous fight on 


our hands in all the States in overcoming that word ‘“‘salvage”’ and 
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Mr. Parmer. No, because of the desirability of them not being 
too great. 

Mr. Hittevson. In other words, you are helping dispose of that 
stuff when you take something like that? 

Mr. Parmece. That might be so, but at the same time I still 
personally think this is a good item where anybody has vehicles, 
someone who has a little ingenuity for taking that property and 
making something worthwhile out of it. 

Mrs. Harpen. Will the gentleman yield? 

Mr. Hiuuetson. Yes 

Mrs. Harpen. Couldn't the Civil Defense Agency use some of 
those? 

Mr Parmevte They are not eligible under our program to receive 
any of the property. 

Mr. Hiutietson. Aren’t they after they are declared excess 
an agency? 

Mr. PARMEL! GSA would hav to answe 
not come under our program 

Mrs. Harpen. Are there any further questions’ 

Mr. Hrttetson. No 

Mrs. Harpen. Mr. Meader? 

Mr. Mraper. No. 

Mrs. Harpren. Mr. Brooks? 

Mr. Brooks. No. 

Mrs. Harpren. Mr. Condon? 

Mr. Connon. No. 

Mrs. Harpren. Mr. Pilcher? 

Mr. Prucuer. No. 

Mrs. Harpren. How do you determine the needs of the health and 
education units in the District? You touched upon that a while ago. 

Mr. Parmeter. Well, you see an item listed. I have taught in all 
phases of public education in the District of Columbia, that is, 
elementary, junior high, senior high, and vocational schools since | 

ed 


} , } ] 
that because they do 


have been here, and | think | have a fairly good idea of what is need 
in the schools that come under the publie schools. [ have received 
a degree in college, so I have some idea of what colleg: need, and 
as such | screen these lists of property and try to procure property 
that is useful to them. 

Now, many ol the individuals come and ask me to look out for 
certain types of property, which | try to do, but this securing of 
this surplus property is not like a Sears and Roebuck catalog. You 
may want something and fight for a year, and you never hear of it, 
and then along comes something you never heard of and you pick 
it up and everybody can use it, so you do have to use your own 
imagination and ingenuity as to picking up property that is useful 
to the health and educational institutions. 

When we have an accumulation of what we call scrap or unusable 
property, I feel that is a direct reflection on me as screening the 
property for use in the schools, and I don’t like it when I have some. 

Mrs. Harpen. Do vou ever refuse to fill requisitions? 

Mr. ParMELE. Refuse to fill a requistion? 

Mrs. HarprEN. Yes 

Mr. ParMece. On something that 1 have in my place? 

Mrs. Harpen. Yes. 
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Mr. Warp. But thev have screws and nuts and bolts? 

Mr. McCauuistrer. Yes, sir, in the warehouse for usable items. 

Mr. Warp. If you get this type of material is it kept in the same 
warehouse? 

Mr. McCau.uistTerR. Yes, sir. 

Mr. Warp. And you will have two sets of records? 

Mr. McCatuIistTEeR That is right, but this material can not be 
mixed in with the material that we get at the superintendent of 


buildings because that organization is not eligible under this program. 
There are only certain District of Columbia institutions that are 


eligible under the program and a great number of private and paro- 
chial schools are eligible under the program. We have been careful 
to | ep other District property separate from this donable property 

Then there is a question of title, utilization; they are required to 
keep it and use it for a certain length of time or return it if they have 
no use for if 

There are certain items that are critical, machine tools, and so 
forth, on which a tag is ke at all times 1. order that we could get 
it back should the Fed ral Government have need for it. We have 
not blended IL In apy W 21\ with Oul other propery program l 
wouldn’t recommend it. 

Mr. Warp. You mentioned that you looked in the Government 
catalog at the price of lacquer thinne1 Is that the regular GSA 
stoc] catalog? 

Mr. PARMELI I used one used by th sublic schools and it is 
ised by G a 

Mit Wa D Dx s GSA handle (| is as i! Lor k m? 

Mr. PArMELE. I believe in gallon or barrel lots, sir. I think this 
is st unusual ce ain ior that 

Mr. WARD. Is it cove red by Federal specification? 

Mr. Parme.e. I couldn’t find it in that « O here it was in 1 
Pint 

Mi Wat dD. Krom what avency did that comes’ Do you know? 

Mr. PArmMeLe. That came from the Army 

Mr. V ». You mentioned that those binoculars were réallocated 
back from North Carolina, I bel 

M PARMELI » we | id Ww! tb WwW call a round able ] { ne 
Ked ul Security \oen \ om iont! DAC ] xXimat \ ) | 
peeve, at which ime there were ( ral I ( ul er n 
Norfol] l‘o SiL\ | eCTLOTI OL Liv m | n oO! ) D 
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( ment trom i ti ! ssitv ol handit b { t f papel ind 
they we! buted to Virgin V1 iand \ t Vireu ne he 
District of Columbia: so that 11 la portion of th that tir 

fr. WARD. Does the Department of Health, Educa d Wel 
fare alloe: ssumime that the Ww wh er i 
or do t] ha on ( l ) dl Hh! nen ( ; 

Mr. PARMEI Now, vou are speal o1 

My \\ I am g] renera ho 


_ 








DONABLE SURPLUS PROPERTY PROGRAM 


Warp. Thev know or thev think— 
ParmMeEe.Le. They may not know our specific needs, and as such 
nd us forms 120, and we either accept or refuse the property, 





ling upon our need, or if we know of some State that has need 
he property, or if we hay piece of equipment that we don’t 
thi e of, if we know anv use for it, we could relay that message 
ba to FSA t ry to utili ion 
Mir. W D ‘| h > pre perty may be donated when it is useful and 
needed? 


Mh Warp. Comin Lo the word ‘need,”’ you do not inte rpret the 


as meaning there shall be existing need; you interpret it as some- 


Warp. That is the key to this whole program, actually. 
ParmMeLe. The schools of the country—let me go back and 
rive you a little experience that I had. It was during the war. | 
was a liaison officer of General Arnold. We went out on a demon- 
stration program for the Air Forces, demonstrating teaching techniques 
of the Army Air Forces to public education and any type of education. 
We had a van | 

training aids, and we toured the entire United States. There were 
nine teams of us, and they were all educators that were hooked up 
with this program. 1 had under me school superintendents, princi- 
pals, and teachers as part of my team. The head of the program in 
the Pentagon was a superintendent from Massachusetts. 

We went over very carefully everything that we were giving back 
to the educators, and at no time could we find any one item or method 
of training that was not already known to education. 

Now, when the war came on, the Air Forces went out and procured 
teachers from our various schools of the country to put on this training 
program. ‘They gave them the money necessary to put on the train- 
ing program. The teachers had what they had never had in their 
hands before, some money to do something with, and they went out 
and reall) did a bangup job with it 

Now, there isn’t a school in the United States, I don’t believe, that 
couldn’t use any moneys or property that would supplant the money 
in the promotion of their educational program anywhere in the United 
States. I don’t care how well financed they are, or anything else 
You can always use more. 

Mr. Warp. I am merely talking about the wording of the law 
which was developed by this committee, and those words “useful’’ 
and “needed”? were put in there in order to stop some of the abuses 


loaded up with mockups, we called them, various 


j 


that had been brought to light under previous legislation. There had 
been cases where a little school would take tremendous quantities of 
things they really didn’t need, and that wording was put in there for 
that purpose, and | was just wondering what kind of interpretation 
bad been given to it. 

Mr. McCauurster. Of the total property offered to the Govern 
ment last year, how much was rejected? 

Mr. Parmeter. I believe, if you find the record—I saw it 

Mr. McCauuistrer. It was in the FSA report the FSA reporte d it. 

Mr. P 


this section 


ARMELE. | refused more property than any other State in 
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Mr. McCauuister. Was there a rejection of more than half of 
what was offered? 

Mr. Parmeter. Way more than that 

Mr. McCauuister. We have those figures, and the rejection rate is 
very high in the District. 

Mr. PaArMELE. In other words, we try to pick only property that is 
useful and needed, and I think you will find that the schools do not 
pick up property unknowingly that they do not need or cannot use. 

Mr. Warp. You mentioned posting records of transactions that had 
transpired. Is that because you did not keep records and you are 
now going back? 

Mr. Parmer. We have been a small activity; and, in fact, we are 
still small. Up until a vear ago the Ist of April, I had a truckdriver 
and a secretary; that was all of the personnel I had to handle this 
program, and as such I did not have what 1 thought was the prope 
accounting and keeping of records of the property received, and so I] 
procured a man with bookk« eping and ac ounting experience to come 
in and act as my assistant. 

We started in and took a complete inventory of the warehouse and 
| 


started out to put everyth ng on cards, and we have entire ly changed 


our system of accounting: it is verv good, I believe 


Now, Mr. Sinclair asked me for papers on certain items and we 
went to the files and procut d those with a minimum of effort. Now, 
on property received prior to a vear ago, we could prot al Ly oe the 
papers but it would be a maximum of effort 

Mii \\ AKD | appreciat that | VAS JUSL Wondering about the 
status of your recordkeeping, which bears upon your statement about 
the piulerage WV here you indicated there n ivht be 2 percent If you 
hav not had good records up to date, you really wouldn’t know 


whether it was 2 percent or 56 percent or some other fieure? 


Mr. ParMELE. I cannot tell you definitely what the pilferage is. 
Whenever there is any pilferage of an item, I contact No. 11 precinct 
and they send the detectives down. We go through and try to give 
a sample of what has been lost, and they try to find it. 

Mr. Warp. You have been able to tell the extent from your records 
in the past? 

Mr. Parmeter. No; but under this new system we should be able to 
tell any loss that we have. 

Mrs. Harpen. Mr. Pilcher, did you have another question? 

Mr. Pitcuer. No, ma’am. 

Mrs. Harprn. Are there any further questions? 

Mr. McCa.uistrer, we appreciate your coming, and we thank you 
and Mr. Parmele. I believe you have two other gentlemen with you? 

Mr. McCauuistTer. Yes. 

Mrs Harpen. Would Mr. Bogardus wish to make a statement? 

Mr. McCauuster. Mr. Bogardus would not, unless you have a 
question. 

Mrs. Harpen. And you have Mr. Riecks, Superintendent of 
Schools. V ith you. Would you care to n ake a statement? 

Mr. Rrecxs. Not unless you have a question 

Mrs. Harpren. The committee will then recess until tomorrow 
morning at 10 o’clock, at which time we will hear Mr. Lund, Chief 


¢ 


of the Field Service Department of Health, Education, and Welfar 
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THURSDAY, APRIL 23,1953 


Hot SE OI] Ry PRESENTATIVES 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEI 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington eee 

The subcommittee met, pursuant to recess, at 10 a. m., in room 1501 
New House Office Building, Hon. Cecil M. Harden chairman 
presiding. 

Present: Mrs. Cecil M. Harden (chairman), George Meader, Frank 
C. Osmers, Jr., Jeffrey Hillelson, J. L. Pilcher, Robert L. Condon, and 
Jack B. Brooks. 

Also present: Ray Ward, staff director: and Jal ( Ke Morgan. clerk 

Mrs. Harpren. The meeting will come to order, and the elerk wi 
call the roll. 

The clerk called t 
their names: Mrs. Harden and Mr. Pilcher 

Mrs. Harpen. We have with us today Mr. William A. Farrell, 





he roll, and the fe llown y mem|l ers answere d to 


chairman of the National Association of State Agencies for Surplus 
Property We have had an opportunity to review the Statement ol! 


April 13, which Mr. Farrell submitted to the subcommittee. We will 
not ask you, Mr. Farrell, to read the statement, which will be placed 
in the hearin 

(The statement follows 





STATEMENT BY W. A. FARRELL, CHAIRMAN, N i Assor ION OF S 
LGEN¢ I Ul PY 

Madam Chairman and members of the committ | appearing bef vi 
on behalf of the National Associat of State Agencies for Surplus Property, 
representing the 48 States and the Territories of Hawaii, Al: ai Puerto Rico. 

The program of donati property to educa ot of 
recent origin. The inecept n of this pre ram tartead November 19, 1919, 
when Pubiic Law 91, 66th Congress, was enacted | act provided 
educational facilities by authoriz he Secretary of W: » sell certain mac 
tools at red 11 ( educational l tl 

On February 14, 1927, Public Law 615, 69th Cong ; as approved, which 
authorized the Secretary of the Navy to dispose of obsolete aeronautical equipment 
to accredited schools, colleges, and universities 

On May 26, 1928, Public Law 524, 70th Congress, was passed This was an 
act to authorize the Secretary of War to transfer or loan aeronautical « quipment 
to museums and educational institutions 

On May 23, 1930, Publie Law 249, 71st Congress, was enac , Which authorized 
the Secretary of the Navy to dispose of materials no longer needed by the Navy 





to schools, colleges, and universities 

On February 27, 1936, Public Law 455, 74th Congress, wa 
amended Public Law 249. It authorized the Secretary of War to dispose « 
certain materials, such as machinery, mechanical equipment, and obsolete tools 
which were no longer needed by the Army 
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yoW rue I il } 
1 atic 
d “edueational ( I ( leq 
lwa ck of oper f for | 
and supervision of the program, which hampered any fl 
table program, and led to many changes in supervisory per 
ptior I rvice Furthermore : ve ) 
Account g () ce } sO ! nm ti 1 i ey I 
program and only reported the apparet abuses or nderstanding 
ttle about any of the benefits of the program The concern ¢ 
(; ernment in this program seems to have alway been focused 
of the program lo my knowledge there has never been any genuine endeavor 
the part of either Congress or any Federal agency to go into the field and prove 
» themselves that the program has a good side It is respectfu 
{ t the committee select a special task fore: compos d of experts in 
of health and education to actually call upon the State a cl for the specifie 
purpose of endeavoring to find out what good the program has done for the 
ountry as a whole 
| though the General Accounting Office report is derogatory, in most in- 
stances the State agencies have accepted it as constructive criticism, and have 


taken steps individually and as a group to revise and reorganize the program to 
provide the services, records, ete., as recommended by the General Accounting 
Office. 

Since certain aspects of the General Accounting Office report have been made 
available to the Federal Security Agency and the Nations! Association of State 
\gencies for Surplus Property, efforts have been made to correet weaknesses 
brought out. Our association had a committee make a study as to what records 
and accounting should be kept. The committee suggested a system of minimum 
records and accounting, and suggestions for more complete ones. This report 
was made available to all State agencies, with the request that they utilize as 
much of it as possible in accounting for property 

In the fall of 1952, the Federal Security Agency and the St>te agencies jointly 
prepared a set of minimum requirements for the operations of a State agency. 
This was printed in the Federal Register in January 1953 One requirement was 
that each State agency present a State plan of operation for approval by the 
Federal Security Agency by June 30, 1953 As the State agencies meet these 
requirements, many of the objections rasied by the General Accounting Office 
will be corrected, 

I should now like to briefly discuss another phase of the program. From in 
formation received, we understand that vour committee is interested in learning 
from those concerned, if this program is a sound one, as now set up. The Na 
tional Association of State Agencies for Surplus Property thinks it is definitely a 
sound program and that it is of untold benefit to thousands of educational and 
health institutions. It is impossible to determine this benefit in dollars and 


cents Many institutions will take items that are no longer useful for their 
original purposes and convert them to other uses, which may be of considerable 
value Much of it is used in teaching or training and there is no way to measure 


the value to those concerned or to the country as a whole 

Our group feels that there should be no major change in the administration of 
the program, although there are several minor changes which would strengthen it 
We feel that the program should be administered by the Department of Health, 
Education, and Welfare, since it is the Department primarily interested in educa- 
tion and health. Also, it is wise that the General Services Administration, the 
storekeeper for the Federal Government, should provide for the actual transfer 
of the property and approve all donations. The one big problem in the adminis- 
tration of the program, since Public Law 152 was passed, has been the lack of 
stability caused by fluctuations of appropriations, loss of experienced personnel, 
and lack of personnel adequate to handle the operations. This has resulted in 
losses of property for public benefit, and failure to follow up on compliance of the 
regulations covering use and disposals. We feel that if the appropriations were 
established at a figure to permit sufficient personnel to carry out the operation 
of the program, many of the irregularities will disappear and the program will 
become even more sound than it is now. We feel that it is not our place to say 
what that amount should be. That is the prerogative of Congress. We do have 
some ideas as to what we think it should be, and we are in a position to elaborate 
on that, if desired. 
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We feel there should be restrictions attached to the donation of property for 

a period of time, that they should be reasonable, and that they should be adhered 

to strictly. We also feel that there should de finitely be someone at the Federal 

level to administer and monitor the program. We on the State level feel that there 

are certain functions which the States can be made more responsible for in the 
operation of the program and that the States could be given more authority. 

Chere has been some discussion that this program be financed by a charge to 

iealth at a discount. 

\lthough we have taken no official action on such suggestions, from past discus- 





the States, or that the property be sold to schools and publi 


sions of such plans by our group, I feel that we would not be in favor of it. This 
is a cooperative Federal-State program. Each State now is putting money into 
the operation of the program at the State level In some, it is absorbed in a 
State appropriation, and in others, it is passed on as a handling charge to those 
benefiting from the progran r} Federal Government should be responsible 
for financing the Federal side of t program Congress should provide sufficient 


funds to operate it on the basis that the property involved was purchased by the 





i { 
taxpavers, and when it cannot be utilized by the Federal Government, it should 
be utilized for the public benefit of those same taxpavers in their local communities 
throug! hools and hospital Such an operation is to the best interests of the 
Federal Government, and it should stand the expense of administering the 
operatio the Federal | 
We understand this committee has as its final purpose the making of changes 
he basic law which will correct the weaknesses and strengthen this program 
The National Association of State Agencies for Surplus Property has had a com- 


ttee working over a vear on a study of the law, and has a list of proposals 


hich, in the opinion of our group, would strengthen the program and make it 
easier to administer We respectfully request that hearings be set up so that our 
group may sit down with t ommittee and present our recommendations for 
change In the law, 


Mrs. Harpen. Your statement indicates that you feel the General 
Accounting Office investigation report cited many cases of irregularities 
that aros under legislation effeetive prior to enactment of Public 
Law 152. Later, will you please elaborate on this point? 

ll vou please raise vour right hand? 
ffirm that the testimony which vou 


1c truth, the whole truth, and nothing 


A 
Wi 
Do vou solemnly swear or a 
will give in this hearing will be tl 
but the truth, so help vou God? 


Mr. Farrewuu. Ido 


TESTIMONY OF WILLIAM A. FARRELL, CHAIRMAN, NATIONAL 
ASSOCIATION OF STATE AGENCIES FOR SURPLUS PROPERTY 


Mrs HARDEN. Would you care to elaborate on that point of 
which I just spoke, Mr. Farrell? 

Mr. Farreuu. Yes, I would 

| have not seen until just recently the report, but in conversations 
with various directors of the program throughout the country who 
could tell by statements contained therein, they advise me that a 
lot of this property was disposed of under 889 and 697 and War Assets 
Administration, and also direct donations were made by the military. 


The report starts out by saving the Gei eral Accounting Office 


initiated an investigation of surplus property donated to State 
institutions and to local governments pursuant to Publie Laws 152 
and 754, hut many, Mal items ere not aca ir d by all of us direct. 


Furthermore, when the investigators were in California they were: 


very good in respect that any property that did not come to us they 
did net make any statements, at least to the best ot my } 
concerning this property. 


cnowledge, 











} 
| 








DONABLE SURPLUS PROPERTY PROGRAM 61 
Mis. Harnpen. Do you have any questions on that, Mr. Pilcher? 
Mr. Pincuer. No. 
Mrs. Harvren. The last sentence of your statement indicates that 
the National Association of State Agencies has had a committee 
working on proposals which would strengthen the program and make 
it easier to administer. The purpose of this hearing is to find out 
what can be done. if anything, to strenghten the program. Will vou, 
therefore, indicate to the subeommittee the suggestions that vou 
committee has developed? 

Mr. Farre.tu. Our committee—the work started out a year ago 
last January, and we met :n Fort Worth, ‘Tex. It was in conjunction 
with a meeting called by the Federal Security Agency at that tim 
and NPA on machine-tool recovery. You are aware that it is a 
big coOunLLryY and it is hard for us people to vet together. 

This committee has been working since that time; they have met 
on numerous occasions in various parts of the country. 

I am sorry to say at the moment we are not ready to submit to 
you our recommendations; however, we can make it m about | more 
month 

Ir. Prpcher. Mr. Farrell, vou work with all t 
agencies that receive this property, doa’t you; that 1s. are vou im 
contact with the different State agencies that receive this property, 
that is, educational mstitutions? 

Vir. Farrecu. You mean throughout the country? 

Mr. PILCHER. Yes 

Mr. Farreuyi. Yes, I am; by telephone and mail and in our meet 
ings we have. 

Mr. Pincner. In that report where some of this property got into 
the wrone hands, or in some instances was even sold, is that a smal] 
amount compared to the vast amount that has been given to th 
educational institutions and things like that? 

Mr. Farrevi. From my observation, | would say so. We hay 
large program in California and the amount of good it has done in that 
State is even beyond dollars and cents. 

Mr. Pitcuer. You will alwavs find somebody that wants to tak 
advantage of things, but, in your knowledge of the whole program, 
you would say it has been beneficial to the educational institutions 


over the country; that the mishandling or the small amount that has 
gotten into the wrong hands has been minor in comparison to the 
good it has done? 

Mr. Farrevu. That is correct. 

Mr. I 
the wherewithal and the knowledge, also, as experience will : 
knowledge, to try to handle it better in the future than it has been in 
the past? 

Mr. Farreii. Absolutely. We spent 7 years this July on the 


= | | 1] ; : | : : ' ; 
program and we snould have Yaineda some experlence voy then. 


> 


ILCHER. It could be improved upon if you had the staff and 


One of the things that has been confusing to everybody has been, 


what do they mean by ‘‘donation’’? 

We have several laws under which this property, and the regulation 
of this property, is disposed of. Each one had a different string 
attached to it lt gets into the school and they do not know which 
string it is and, invariably, it will be the one with the longest string 
on it; they dispose of it and then it causes trouble. 
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if they had one regulation and law that says, “Up to here this 1s it; 
itis school property; and from here over it belongs to the Government; 
they have an interest in it vet,” it would make it alot easier to handle 
the program. 

1 know in California we make them Every person that gets 
property, every educational and health institution that gets property 
has to sign a statement that they will not dispose of or sell this property 
without first getting prior permission from my office it is a require- 


ment that has been in effect for 3 years or more 

Mrs. Harpen. Were you finished, Mr. Pilcher? 

Mr. Prrcner. Yes 

Mrs. Harpren. Mr. Brooks, do vou have any questions? 

Mir Brooks Yes I do Did I understand you to say you feel 
that there is a vood|\ numbet of agencies which are disposing in one 
fashion or another of Government surplus property and donating it, 
and your theory would be that we might coordinate that distribution 
into 1 awenev under 1 set of what vou call strings in order that the use 
to which this property could be put could be more clearly outlined to 
the recipients? 

Mr. Farrety. No; the prior laws, that is where they have all these 
strings. The current law is all right in that respect except that we 
still have these prior laws which affect the current one, and it is these 
back laws where it causes all the trouble, 697, War Assets, and Regu- 
lation 4, which is a real headache at the moment, the disposal of 
aircraft. Do you follow my thinking now? 

Mr. Brooks. I follow your thinking, but I am just wondering 
now, the purpose behind those laws was certainly desirable at the 
time, and you feel that the need for the restrictions on the disposal of 
aircraft is no longer existent? 

Mr. Farrety. No, I didn’t say that. I say that we ought to have 
one regulation covering all of this property for disposal rather than 
having 1 for 1 year on disposing of it and having another where 
you have to have a certification of need; it is yours and you don’t have 
to worry about it; and under the present law, 152, it has a 4-year re- 
striction 

Mr. Brooks. Then you think the laws restricting the use of this 
property should be consolidated? 

Mr. Farrety. That is right; and there should be one regulation or 
law saving—take the present law. All property must be used 4 years 
and at the end of that time, and if the schools or hospitals or educa- 
tional institutions are using it, it is theirs. That is 152. Then you 
run into these prior laws or regulations and they do not follow that. 
That has been one of the confusing things about disposals. 

Mr. Pitcuer. You did say your agent is going to have a recom- 
mendation as to how to handle it or give it to you within the next 30 
days? 

Mr. Farrevy. That is right; at the end of my statement I pointed 
out that we would be happy to sit down with the committee or, if you 
prefer, send in our letters of recommendations, and we will do so. 

Mrs. Harpen. You will furnish the committee a report? 

Mr. Farreuu. That is right. 

Mrs. Harpen. And any recommendations. 

Mr. Farrevy. It has been a big job. It is amazing how many 
things vou run into. 
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Mrs. Harpen. How long has the committee been working? 

Mir. Farre Lu. Since a year ago last January, and we haye made 
seven drafts and are now working on the eighth one, which we hope 
is final See appendix, exhibit 11, p. 229.) 

Mrs. Harpen. Do you believe the States’ need for property is any 
greater than ever before? 

Mr. Farreuu. | certainly do 

Mis. Harpen. Why? 

Nii FARRELL. Your school population alone Is expanding at a 


tremendous rate. In every paper vou pick up it tells about th 
number of school buildings being built. the inereasing number of 
children because of the high birth rate There just is no end to il 

Mrs. Harpen. In the event that the surplus property should be 
sold to the schools and the public health institutions do you feel that 
it would be possible for the units to inticipate the availability of 


} : ‘ 
property and to budget it accordingly F 


Mr. Farrety. You never can anticipate the flow of surplus pi 
erty You never know because that is not our business We know 
when it is declared excess to GSA, and after they have ha their 
chance to circulate among other Federal agencies then it May or May 
not be available {f it is then we can have It, but as to bua reting for 
it, no: we could not 

Mrs. Harpen. That answers the other part OF my question, he- 
cause this being the case, | Was roine’ to ask you now could the re- 
eiplent anticipate the disposals and budget for the needs, but you have 
answered that 

Do vou have any questions, Mr. Meader’ 

Mir. Mraper. Yes; | have some 

Mr. Farrell, you appear to advocate this general philosophy of turn- 
ing over Federal surplus property to local governmental units. I am 
correct in that, am I not? 

Mr. Farrevi. You mean by that education or public health, accord- 
ing to law? 

Mr. Meraper. Yes. 

Mr. FARRELL. Yes. 

Mr. Meaper. I have some misgivings about that philosophy. | 
might say just as a preface to my question that I happen to have been 
counsel for the Senate War Investigating Committee at the time 
the Surplus Property Act of 1944 was passed. I was not inclined to 
make an investigation of domestic surplus property disposal because 
it seemed to me the act was so bad in itself that any administration 
of it was only a minor matter of criticism 

In the purposes stated in the Surplus Property Act of 1944, Con- 
gress sought to do every thing except to get the best price out of public 
property that happened to have been in excess of its needs for defense 
purposes. It was going to fight trusts; it was going to encourage 
farmers; it was going to confer benefits on veterans; it was going to 
help local units of government; and you will never find in that list of 
purposes the desire to get some money out of public property to retire 
the public debt or for the more efficient operation of the Government. 
It strikes me that this whole philosophy of trying to distribute to 
State and local governments property belonging to the Federal 
Government is a part of that general unbusinesslike handling of 
public property. 
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Kederal surplus property Now, it is not an answer to me to say that 
some of this stuff is useful in the edueational program. 
l am wondering if there is any validity in my position, and if th 


are anv weaknesses in it | would like to have vou point them out 


Mr. Farret Well, let’s put it another way The selline of this 
property by the Federal Government no, let’s put it another w 
The pubhe benefit obtaimed from ut i this property into 
and hospital uses, to my philosophy of thinking, far outwei 
smal] monetary vam the Federal Crovernment crets bacl on tt 

Now, this is something else. The militan vorkinge with 
would prefer to give it to us on donation than to sell it b 3 
more expensive to s ll it than t ( i If red re | 
0 through, so that they would rather turn it over to us and 
to us and it is cheaper for them ian to sell 

Now, that still does not answer vor question rut L say l cl 
continuing utilization of this property by the schools and hi 
| ) rs paid rit one 1) 1 | ind or tt i 

yu urn roul Ki dona yA { ) ) ) } 
cal ut it to use and the publi riy 
mo ry returns 

Mir. M D am imeline to questiol Oo r” Dremise tl ‘ 
} j { (10 me! = l ( { ( ] 

CoO li l a l ) l 1 Ss ib { i! unt ) ) 1) 0 
surplus property Certainly it is true that 

bod in he countt and an oO! ft iO ( { I 
culled it over. pic! ed o 1) ( stuf} hysy left chonld not 
very | bh] 

Mii Is Ril You o lv take le t | no ) i. 1] 

Nin Mi ADK] B | ! Vou st rt } ) \ 1 Th } | 1 Q 

| ) ible for th Kode il Crovern ent » 1 in el | I n- 
qising methods ld tlauidate t] surplus property nad CeLVE t S 
iol it? 

Mir. FARRELI No, Ta not | I t telly ) ( ) ‘ 

Vin \I D Ni Wo ey ( yD } ) inotl Di ol his 
hinge that @1 Ss some concern in effect nis a 1t10n Of prot 
s not basically different f m Federal | 1) hether w 

lin kind or in cash it IS a question OL 3 1 It raises in Mm i} iI 
ot the implication of Kederal aid LO education id the ( 
influence pon the pol ies of loeal O* ronmental units by thre K 
Crovernment Wher ‘ederal property involved, whether tt 
lars or whether it is machine tools, there is it to be ind ul 
press ire for the exercise of control the definition « standard } 
policing to see that the Federal purpo being carried out. In fact 
it seems to me that these hearings po ut 1 eed Tor se et 
policing than we have had in the past Th (ye! al Account 
Office indicates that there has been s\ e rather slipshod handtin 
this donated Federal property and si - » pon n the di tion 
tightening ntrois and inereas 0 VI ’ i i | 
Government 

Now, | would like to a lk vour reaction to tl tatement that 
ally what we are dealing with here is the problem of Federal aid to 
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local units of government, and partie ularly let’s speak of the educa 
tional system 

Do vou agree that there of nec SS1U\ will follow a degree of control 
over oul educational system by the Federal Government through 
the expansion an | continuation of this program? 

Mi FARRELI Do vou confine vour statement just to this prop- 
erty now? 

Mr. Meraprer. Well, let’s ask it in two form Do vou agree that 
the donation of property trom the Federal Government to local 
governmental! units, nciudame chools, health and educational in- 
stitutions, is not basically different from the donation of cash to those 
institutions? 

Mr. Farrevu. Well, basically, no 


Mi Nii ADE! Do vou also agree that where cash or property IS 


donated by the Federal Government to the institutions and school 
districts and so on there must of necessity go with it some Federal 
control over the use of that property? 


Mr. Farreuu. I think there should be some strings attached to 
the donation 

Mr. Meraper. You do not conceive that the Federal Government 
is going to pass out either cash or property, without strings attached, 
to local governments? 

Mr. FarrELL. No 

Mr. Mraper. Do you feel that the control that comes with the 
property will, if it is continued and expanded. be likely to interfere 
with the local control of education? I mean is this an entering wedge 
for taking over the direction and control of our educational system 
by the Federal Government 

Mr. Farrexy. | do not believe so because control of this property, 
all the school has to do is say they will put it to use and use it. That 
is the only control they have, and after they use it for a certain length 
of time then it says vou can have it. 

Mr. Mraper. Well, now, you see that it is possible at least that 


the Fed ral (;sovernment m1 rht Say ‘Well, you can have these machine 
tools but only if vou use them for training in a particular skill. We 
want to ages ” let’s say, “lathe operators It is our policy to 
build up a pool of lathe operators in the country. We will give vou 





machine tools but only on ‘the condition that you establish a program 
for training lathe operators.’ 

Without the Federal Government having anything to do with it 
you might say, ‘‘Well, we don’t want to train lathe operators in this 
particular educational institution,”’ but to get the property vou have 
to agree to the Federal Government’s philosophy about education in 
your parti ular institution Can’t you see that is a possibility bg 

Mir. Farren. Sure; it was a possibility under the war production 


training program during the wat It vAave them this property for the 
express purpose of doins what they said but the schools did not 
have to take it Still, if vou go on that basis they can take it or 


leave it alone, and the war production training program is exactly 
what vou are t: lking apout Thev could have the lathes: in fact, 
the Government went out and bought them for them 

Mr. Meaper. Well, I just wanted to get vour reaction to those 
two principles which disturbed me about this type of an operation; 


first that the Federal Government Is doing evervthing except a 
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this avitation Of power to Washin rLOnN, unless the people back home 
stand up on their hind feet and are willing to tax themselves locally 
and handle their programs locally this trend of gravitation of power to 


Washington is going to continue, and it seems to me this program in 
essence 1s a& part ol that t ha pe rhaps a little disguised, but at least 
in essence it is another influence toward letting evervthing be decided 
in the bureaus down here in Washington rather than to be maintained 
where our system of Government theoretically puts it—on the local 
level 


\ | i HI Well overall statement i think, Is true, hut 


program | i . the otat have had a great deal to say in 
vritu he la and also th lations in this progran 
\I \1 D Now. | ( specifically with reference to 
is complaint of th ta ) ( 1] Let me ] read this oy 
| letter says tl Nhiel nhas not engaged in this pre ran 
STN i rather nd since last Octo October 1952 
t! eC ( his te r April 20.195 thev have received only 
OF S500 000 wor ot prope at acquisition val ( which, of course, 
r opinion, far in ¢ s its real marl value, and this 
1) i s the one \ | | O 0 comment o1 Reading:] 
at f the pro 
ut i 1 » State 
i ( ’ Age es to find 
. roper 1 bil r value, and it is lef 
9 ar ipa t ( pra il purpos 
I ! =s reca isu! this 
! ea y ul int iterial which was 
60 1 | gt of phase of 
, A 4 eby rel St s of vig e would 
a 
Wou ou care to comme on that criticism? 
Mir. Far LL. | would be happy to do so I know Michigan to 
SO] ( I have Man two times lt s true ki just 
th proeram recent Thev have been inactive So he 
hi ot got the matur dgement required in screening out this 
property 
The Federal Government does not force it on anvbody The State 
dir enel a property and 1 the determina- 
hether it can be used in their school systems or hospitals 
NO t means that in this case he underestimated the usability or 
Stimacer I Ish 1 »} he property 
Mir. Merap In other ords, you do not believe that the Federal 
Governm« should screen « from surpluses those items which they 
i ( le ( iseful? 
Mr. Farreity. No; that comes back to your thinking and it is too 
muc! control by th rederal ( vernment That is the State’s 
respons bility Through adequate stal yrofessional he Ip, and experi 
ence in those States you won't find that problem. We have on our 
staff men who are pa d screeners Ther fo out and look at this 
property. ‘They are responsible to me, not Federal Security, although 


ations they are ac redited by the Federal Security 
Agency I give them their directions and the State of California 
pays their salary Thev are either ex-businessmen or officials of 


in vocational education and 
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\ir Nii ADER Now, to get back to the question of some of these 
irrecularities that were contained in the General Accountine Office 


study, have you made any specific sug restions as to either amendments 
to the law or regulations concerning the handling of this surplus prop 
erty 1 this donable property program? 


Mr. Farrecy. That will be ir our report that IT indicated 


\Ir. Prncuer. Just for your information, before you came he 
s ted they would furn sh us a Ir port vithin tl next 30 day ( itl 
of this, and their recommendations | asked the same questio ana 


he answered that 


Mr. Mraprer. You are not prepared to discuss anv suge' ns 
Loday 

\ir. FARRELI No: it is a big problem We have made sever 

| are working on the eighth draft alreadv: it is a bi jor 

\ilrs. HarpDEN. He will ‘h: ve the report ready in about month 
Mr. Meader 

Do vou have any further questions? 

Nii Mi (DEI It seemed to m that was pretty uch the si ect 
matter of ow hearings and | like to have those thine’s so we can discuss 
them in committee me ting rather than Just have them somewhere 
in the committee file. It would have been a good idea if we could 
have had some informal discussion of various suggestions even though 


we might have to wait for a formal report 

Mr. Farrevu. | am sorry, but I am still not prepared to talk on it 
be muse it Is a laree probl m,a big problem, and it 1s very \ ital to us 
because it is a big program and I don’t like to say things unless I can 
justify them in writing as to what we can do 

Mr. Merapger. That is all 

Mrs. Harpen. Mr. Farrell, you spoke of having a service handling 
charge 


Mr. KARRI LI That is rieht In California our service and han- 


dling charge on property is 10, 15, or 20 percent of the fair value. The 

fair value is that which we feel has educational or public health value 

to it. Some items would be the same as acquisition; some would drop. 
\s an example of fair value, we would s recent we oO me 

radio transmitters worth several thousand dollars We would not 

make a charee of 10 percent of several thousand dollars, beea @ Ubve 

is not that much educational value in it i rinermore Live 

tional people would not pav it, so we dropped the value wi ar 

So then the unit would go to the school delivered; all of o prope 

Is delivered to the school for the service and handln chi ree iol 

around, sev, $100 or $50 or $150, depending o he 1tem \t the end 

of the vear we have what we eall a surplus becauss lu cannot budget 

vourself to know exactly vour outgo and income, but we alw: have 

a little surplus, so that mone is refunded back to the schools Cine 

same proportion that they participate im the program it does not 


Vo to the schools free and the re is still a chars e to lt 


Mrs HARDI N Chank Vou Mr Osmers, do you have any ques 


tions e 
Mr OSMERS Yes: i have a coupl oft questions 
In vour statement, Mr. Farrell, 1 did not notice anv reference to 
; } | . | ‘ 
money, that 1s, to the dollaa value of the property that has bee 
distributed. Would vou care to ceive an estimate of anv kind on the 
value of the property that has been given for educational and hospital 


purposes? 








i i % I | i h \ LtjOsé CCOTS \ | ‘ When 
Nia Punic i { f \ l hose ir'¢ | an All | 
( = Ve ( Ou iol I st ( rf ¢ liforn li 
Vir. 4 } \ ym s the decision for the Feder Government 
{ ‘ | ’ ‘ wiou  ¢ + o'? 
Mr. ] ba na operty e le ed in 
" ) s; allocated on t I ( mpuUuLatlon 
ro tates 
Mr. Osm . Now, in most of the lower units of State government, 
rtainly in New Jersey where I come from, it is one of the cardinal 
rinciples } 1] Ss] rplu Dp iblicly owned property DUS be sold to 
the highest bidde I don’t know of anvthine in connection with 
State and local government which has helped the t <pavers more in 
ing as l a i I tha i! 
If the statement that vou mak true, al i ise no reason to 
] } | | | ! 
q Lion it nat largety the material covered here is junk and has a 
pa il 1 pe ill \ lune fo Hboal | o1 ed tion ) SO On, who 
hy ( 0 allable t them, whv would it not then b in the 
interest Ot he F ieral Government to sell at public puclion the prop- 
erty that Is covered her f lf it is junk and useful only to people 
who have tres labor, for ( cample why would it not be poss ble for 
California to buy it at a verv low price because they had the free 
labor 1O USs¢é it: why would it not be bette! fol a stat to buy this 
material Tor whatevel they wanted LO pay for it? 


Mr. Farre ty. You mean buy it from the Federal Government? 
Mr. Osuers. Yes 


Mr. F L. Well, for California, that would be all right, because 


we are in the midst of a tremendous amount of military installations, 
a lot of property, but for other states that want to get into the pro- 
oram and there should be, because children in other states have as 
much right to it as in California—it would not be fair 

Mr. Osmers. I am assuming that the other States would have 
permission to bid on it and it would have to be shipped, anyway; 


+ | 
t 


there might be an adjustment made, for the sake of argument, for 


1 ’ c °f 
transportation costs as between Arkansas and California if it were 


something in California. What would be unsound about that? 
Mr. Farre i. Well, the schools already pay a service and handling 
charge for this property. It is not free, as I say, and vou add this 


onto vour freight and you get to the point where nobody is going to 
be interested in it because it begins to be priced out of the market, es- 
pecially in your States that are not located right close by an in- 


stallatio 


7 
Osmers. Well. I don’t necessarily agree with vour conclusions. 
i¢ el that this is back-door Federal ald to educatiol 

cur 3 } 


qaer expioreqa 


} ‘ } . : } } : ] Pd an : 
subcommittee 1s not here to decide on whether we have Federal aid 





the philosophy involved here, and while this 


iy ae 
o education or not, I think if we want to have Federal aid to education 


that we ought to appropriate the money and allot it the way we want 


to allot it If we want to allot it on some basi hat will take into 


‘e ; ; ‘ ; 
account the fact that there is a lot of surplus in California and there 
isn’t anv in Wisconsin, all well and good, but I still feel that this is a 


civeaway program which ends up with some Federal control over 
State functions and probably works out unfairly in many respects 
and certainly the taxpayer gets little or nothing by it. 
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Mr. Osmers. I see 
Mr. FARRELI After 4 years if is sold and if the school then wants 


to sell it. it 1 their property to do wi | 

Mr. Osmers. Those are all the questions I hay 

Mrs. Harpren. Mr. Hillelson? 

Mr. Hitutetson. Yes, I would like to ask one q 
Mr. Farrell is chairman of the National Association of State Agency 
for Surplu sl ‘TOp i rty. Is that a private oreal izati mor 

Mr. Farrett. It is made up of the directors of the various program: 
throughout the United States 

Mr. Hituetson. You are one of the directors? 

Mr. Farreuu. I am the director of the State of California 

Mr. Hitueison. That is all 

Mr. Conpon. | read your statement and, of course, as you know, 
l am from California. Did I get some implication from one of Mr. 
Osmers’ questions that most of the property that you get s junk? 

Mr. Farreui. No, | said “varying degrees,” and it varies; it is 
not junk. 

If I could pass these pictures around—if you want to take time 
to look at them. Here is before and after. Now, here is a load of 
fire extinguishers. You see how they are piled in there. Now, this 
is What they look like when they are fixed up 

Mr. Conpon. Fire extinguishers being something the schools would 
have to buy, anyway? 

Mr. Farreuu. That is right. Here is an example. There is a 
dishwasher that we picked up and when it is completely overhauled 
and renovated that is what it looks like. 

Mr. Osmers. Well, Mr. Farrell, would that indicate that the Gov- 
ernment does not care for its property very well when it has it? 

Mr. Farre.u, | week In’t want to comment on that question 

Mr. Osmrers. No, | shouldn’t think you would. The point is that 
the Federal Government is being very wasteful. This is an inexcus 
able mess here and there is no reason for destroying fire extinguishers 
for the purpose of letting the schools have a good time and rehabilitat 
ing them. 

This is a very sharp criticism, in my opinion, Madam Chairman, of 


f 


L, 
the property custodianship of the Federal Government 

Mr. Pitcuer. I don’t agree with Mr. Meader altogether about its 
being gravy, for the simple reason that this property—we have raised 
income taxes vear after vear and each State is paving for it, in one 
sense of the word. As for the schools having the property that the 
Federal Government does not want or cannot use, I think it is a 
worthy cause, but I am like Mr. Osmers over there. What gripes me 
is when 1 State can get a half a million pounds of brass valves and 
call it no good, or they can donate 3 Pontiac automobiles in 1 after- 
noon with from twenty-nine to thirty-three or thirty-four thousand 
miles on them and call that junk. And we will go into it later 
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ve have 50 million feet of hemp rope that is gomg to GSA when 


Ve are neKUy) rope ua id buying rope every day. That S the p! ase of 
that I cannot jibe with. | 
[ am in accord with the property that the Federal Government 
cannot use going to these State institutions and being used to rehabili- 


tate our | OVS, or for vocational training I think it is all well and good, 
but the trouble is not with the schools. It is with these fire extin- 
guishers and brass valves and this property that is being declared 
surplus; it is good, usable property, like street L’s and street T’s. 
There is not a branch of the Federal Government that cannot use 
street L’s and street T’s and hundreds and hundreds of gross of brass 
screws that I notice the District got here the other day; they were just 
us staple as a sixpenny nail. 

That is the point that bothers me. It is not the distribution to 
these educational institutions. We have no gripe at them. If I were 
the head of the senool and could get it, I would get it, too. Our 
State gets it. But it is the starting point up there when they cannot 
use this good rope and brass valves and fire extinguishers. You don’t 
have to do a thing to fire extinguishers; they last 50 years. They just 
put a rubber hose on them 

Mr. Farrety., No, it costs money to repair them and they are 
hvdrostatically tested and a new hose put on them. 

Mr. Pricner. In the average fire extinguishers they use bicar- 
bonate of soda and put the top on, and finish up with water. 

Mr. Farreuyi. No, these are COs, not the liquid type of extin- 
cuishers. 

Mr. Osmers. I do not want to convert this into a discussion of fire 
extinguishers, but some of us know something about them, and what 
Mr. Farrell is talking about is an annual inspection. 

Mr. Farrevu. I agree with you. 

Mr. Conpon. Mr. Farrell, of course, you have no control over what 
is being placed on the list as surplus. 

Mr. Farreu. No. 

Mr. Conpon. So you have a form 120 which shows what is available 
to the school and hospital program? 

Mr. Farrew.. It is available to us. We have 10 days to screen it 
and take it, and if we can use it in education or health we take it; if 
not, we turn it back and the Government sells it. 

Mr. Conpon. And most of the material you say is stored in the 
State of California? 

Mr. Farrevy. No, we get property out at Utah, if it is desirable 
and we need some and do not have it in California, but most of our 
property comes from California. 

Mr. Connon. And then you in turn distribute it to various school 
districts, is that correct? 

Mr. Farrewu. School districts and hospitals in the State. 

Mr. Connon. And what do you do, send them some sort of a written 
notice that you have on hand certain things and ask them if they are 
interested and set a price or service charge? 

Mr. Farretyi. Thatis right. It is a notice of allocation of property 
to schools, and we have it in our warehouses and they come into the 
warehouse and make a selection of the property. 

Mr. Connon. Now, you are acquainted, I see from your statement, 
with that report that the General Accounting Office supplied this 
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committee charging various types of irregularities and fraud and 
personal enrichment of some of the people in the States that were 
administering the program, and things of that sort 

Do you know of your own knowledge whether any of those incidents 
of alleged fraud set up in that report occurred in California? 

Mr. Farrextu. Not in California. 

Mr. Connon. Has anyone in the GAO or elsewhere ever accused 
anyone in the State of California of any type of irregularity in this 
program? 

Mr. Farrevu. I have not seen the GAO report; so I don’t know. 

Mr. Connon. The GAO report stated charges anonymously, and | 
asked for names, and they said they would give them to me. So, I 
cannot say who they are accusing of what. I want to see specifica- 
tions if they are going to make charges. 

Do you keep records showing the receipt of 1 various property from 
the Federal Government and showing its distribution? 

Mr. FarreLL. We do. We have a warehouse receiving and ware- 
house issue, stock-record cards. 

Mr. Connon. And so at this time, for example, from your records 
you can show just what was received, what you have on hand, and 
to whom you delivered it? 

Mr. Farrevy. That is right. 

Mr. Connon. The property that was received? 

Mr. Farrevu. That is right. 

Mr. Connon. Where do you warehouse that property in California? 

Mr. FARRELL. Sacramento, Oakland, and Los Angeies. 

Mrs. Harpen. Mr. Pilcher, do you have some questions? 

Mr. Pitcuer. No. 

Mrs. Harpen. Mr. Brooks? 

Mr. Brooks. Just one question, if I might. 

Assuming that, and I would hope it is true, the State agencies are 
distributing the property fairly—you have seea so much of this 
property, and much more of it than we have seen, that is being 
disposed of—and I wondered if you could comment on what seems 
to be the crux of the problem: that is, the condition of this property 
when you receive it. My feeling is that the Federal Government is 
perhaps being a little bit wasteful in its operation in that it would 
let a fire extinguisher and filing cabinets and any item you have 
pictured here get into the condition it is in when you pick it up. 
In other words, it can all be repaired, because you have repaired it. 

Just at random pick up this picture of a jeep and trailer. It looks 
as if it were not in such good shape now because it was stacked uP 
backward and was allowed to get into disrepair through apparently 
negligent methods used in maintaining it; and | don’t think the 
Government had charge of this particular trailer. Some Army or 
Navy organization had it. 

What I am wondering is: It is obvious that it can be made into 
a usable piece of equipment; and it seems obvious, in the condition 
it is in, that there has been some negligence. I realize I haven’t 
seen as much of it as you have, and I would like your comment on 
whether or not you feel that this equipment that is turned over to 
the schools and the other agencies could not have been equally well 
maintained and repaired by the services that had it as it could be 
repaired by high-school students who are not professional repairmen? 
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ow, I realize that that is not your direct responsibility. You 
are 7uUs ivin pwav what they ive vou. but what | want to know 
is vo opinion of this equipmen that ou recel hy cause that is 
where the difficulty 1 pparenth If we weren’t wasting so much 
oO! tllowine lt i hee Irie I such condition that i seem justified 
to wa e Wol ot have to cive itt away and buy so much 
mo 
| think that is the erux of the problem, and I would like your opinion 
on that because ll Dave se 1 a lot of this equipment, and I think 
it would be of benefit to this committee if you would take time now 


to comment on what vou think of anv school district. for instance. 
Bi 


if it allowed its trucks to get into such condition as vou handle and 


receive them in. 


Mr. Farrexu. | would be foolish to say there isn’t mishandling, 
but it isa tough one to answer: it is a tough question 

Mr. Brooks. That is why we want to discuss it. It is the easy 
ones we talk about all day, but the tough ones we want to get the 
answers on, and you have looked at a lot of this equipment. 


1 am perfectly sincere. I don’t want to put you on the spot. 
You get forms 120 with property listed on them? 

Mr. Farrett. We get two types of property. One is nonre- 
portable; that is in the salvage yard, and I would say that is, in the 
main, stuff that is turned over and is sometimes dumped on an officer 
and he says, ‘Here; get rid of it.” Then, on the other property, it 
is property that is handled and maintained by the services, but on 
the little stuff you have a lot of that. 

Mr. Brooks. I don’t think that is the point. Let’s take a look 
at one of these. Take a filing cabinet. That is as staple as a six- 
penny nail. These doors, obviously, have not been closed. It 
makes a better picture if you don’t close the doors and clean it up. 
If you clean it up and close the doors, it looks pretty much like this 
other one. The handles are gone. 

Mr. Farreuu. And it is knocked out of shape. It does not appear 
from the picture, but it is, and the drawers won’t shut. 

Mr. Brooxs. But it can be repaired and made into a usable staple 
item that every congressional office has, and most every home has; 
I even have one at home—not a Government filing cabinet. 

Seriously, this equipment was all right. Basically, it could be 
repaired, because you repaired it and you proved the point that some- 
body allowed it to get beat up and knocked around, and the fact that 
you can make a very useful, serviceable item out of it is conclusive 
proof because you have documented pictures, and why | don’t know. 

Mr. Farre.u. | don’t, either. 

Mr. Brooks. That is what Il want an answer to. 

Mrs. Harpen. From where did that filing cabinet come? 

Mr. Farrevvu. It could have come from any Federal agency; it 
could have been from the Department of Agriculture or Veterans’ 
Administration. 

Mr. Brooks. And these are fascinating pictures. Here is a big 
lathe, it looks like, and it is all covered up with a canvas over it in 
the “before”’ picture. It does not look too pretty. lt is just sticking 
out there in the open, probably, with a canvas over it and, obviously, 
it is a valuable piece of equipment which, after reconditioning, is 
made into a valuable piece of property. My idea is that it should 
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mh t have been allowed to get beat up If it were mine, | wouldn’ 
the schools wouldn't 
Mr. Osmers. | think it is a bit unfair to Mr. Farrell, who ha 


nothing whatever to do with the property before he receives it, to 

Mr. Brooks. I am not s: ) this to him [ merely vant his 
personal opinion He hi seen so much of this, and | haven’t 

Mr. OsmMERS 1s the Chinese say, “A picture is worth 10,001 

1 % ° \ 1 . : al i 

words, and | think every picture Mr Farrell has is a persuasive 
argument for what schools can do in the United States, and it is a 
terrible example of the way property is abused by the Government 


Mr. Conpvon. I have just one further question, Mrs. Chairman 

Mrs. Harpen. Yes; proceed, Mr. Condon. 

Mr. Convon. In regard to this Federal control, Federal influence 
on educational programs, is there any concrete regulation or any- 
thing specific that you can say with reference to that? I mean, in 
the giving of the stuff to the schools and hospitals, do they give you 
instructions as to how you are to teach, or anything of that sort? 

Mr. Farrevi. The only control, which is good, is that it has to be 
used, put in educational or public-health use for 4 years; after 4 years 
it is theirs. 

Mr. Connon. Under the method by which you get machine tools, 
are they entirely within the realm of the school district? 

Mr. Farrecu. That is right. 

Mr. Warp. Where does most of this property come from that you get in 
the State of California? Does it come from civilian agencies or ‘militar vy: 

Mr. Farrevi. Military. 

Mr. Warp. Do you know from which of the military agencies most 
of it comes? 

Mr. Farreuu. Well, the Army and the Navy, at the moment. The 
Air Force has not been donating anything for more than 2) years. 

Mr. Warp. But most of it is from those agencies? 

Mr. Farrewu. That is right. 

Mr. Warp. Do most of the States—you are a representative of all 
the States—do most of the States favor the program, in your opinion? 

Mr. Farrevu. They certainly do. 

Mr. Warp. Do you know of any of them who do not favor the 
program, to vour knowledge? 

Mr. Farrevu. No; they all favor the program. 

Mr. Warp. Those are all the questions I have. 

Mrs. Harpen. Are there any further questions? 

Mr. Farreww. I am talking now from the State director’s point of 
view. 

Mrs. Harpen. Mr. Farrell, the committee appreciates your coming 
all the way from California to testify for us, and we shall be eagerly 
looking forward to the report which we hope to have within a month, 

Mr. Farreuu. I was very happy to come. 

Mr. Mraper. I just wondered if we have in our record the number 
of States that are members of this national association of which you 
are chairman? Are all 48 States 

Mr. Farrewu. No, some States are not active. I think it is approxi- 
mately 44 or 42; I would have to check that. 1 can give you the exact 
number. 

(Nore.—All States except Arizona are members - the association. 
Hawaii, Alaska, and Puerto Rico are also members. 
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Mis. Harpen. Thank you, Mr. Farrell. 

The next witness will be Mr. Chester B. Luad. 

Mr. Lund, do you solemnly swear that the testimony which vou 
will give in this hearing will be the truth, the whole truth, and nothing 
1 


but the truth, so help you God? 


i 


Mr Li ND. | do. 


TESTIMONY OF CHESTER B. LUND, DIRECTOR, OFFICE OF FIELD 
SERVICES, DEPARTMENT OF HEALTH, EDUCATION, AND WEL- 
FARE 


Mrs. Harpen. We are pleased to have with us this morning Mr. 
Chester B. Lund, Director, Office of Field Services in the Department 
of Health, Education, and Welfare. Mr. Lund is representing the 
Secretary of the new agency, who could not be with us today. 

I would like to say that Mrs. Hobby deeply regretted that it would 
be impossible for her to be here today. She wanted to be here this 
morning and tried to work it in, but due to previous engagements it 
was impossible for her to be with us. 

We have had an opportunity to review your splendid prepared 
statement, Mr. Lund, so we will not ask you to read it at this time. 
I am asking you, however, at this time to make a very short summary 
dealing with the highlights and dealing with recommendations that 
you may have for improving the program, and at the end of the 
statement I shall have some questions and I presume the other mem- 
bers of the committee will likewise wish to question you. 

(The prepared statement is as follows:) 


STATEMENT OF CHESTER B. LuNb, Director, OFFICE OF FIELD SERVICES ON 
Surpitus Property UTimuizaTiIoN IN THE DEPARTMENT OF HEALTH, EpucaTIoN, 
AND WELFARE 


Madam Chairman, In accordance with your request of March 23, 1953, the fol- 
lowing statements represent the view of the Department of Health, Education, 
and Welfare concerning the report of the General Accounting Office made to 
your subcommittee as a result of the investigation of 21 State agencies for surplus 
property. 

INTRODUCTION 


1. This Department appreciates the opportunity to present information in 
connection with the transfer of Federal surplus property to health and educational 
institutions because we believe that this represents the highest and best secondary 
use of such property. Thousands of schools and health organizations are receiving 
property that is not otherwise available, and many thousands of pupils and families 
throughout the country are obtaining benefits far in excess of the proceeds that 
could be realized from sales by the Government. Not only does this program 
benefit the taxpayer through this secondary use, but it expands the Nation’s 
health and educational facilities. Many vocational schools have been almost 
fully equipped and others have been able to expand their programs as a result of 
this assistance. Other schools throughout the Nation have been given materials 
and equipment that otherwise could not have been purchased under the regular 
school budgets. 

2. The General Accounting Office study was made almost 2 years ago. The 
vast majority of cases cited in the report insofar as we are able to identify them 
are the result of programs operated under different conditions and prior to the 
enactment of Public Law 152. This Department believes that the current opera- 
tion of the program is being conducted under regulations and procedures which 
can effectively reduce to a minimum the recurrence of abuses referred to in the 
GAO report, provided that sufficient staff is available to administer the program. 

3. This Department has never had a sufficient staff to investigate and complete 
the backlog of compliance cases transferred to it under Public Law 152. We are 
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on record before the Bureau of the Budget and congressional appropriations 
committees stating that curtailment of funds requested would result in embar?ass- 
ment to this Department and to the entire Government Our appropriations for 


this total program since 1950 are as follows 





1950 $256. 833 

1951 333, 300 

1952 . ; 10, 000 

1953 _ - ascyes 165, 000 
1 Plus a supplement of $40,000 in Junge 


These budget allocations |! 


4 l 


iave been insufficient to perform adeq lately the as ed 
responsibilities. 

t. It is estimated that over $1 billion of Federal surplus personal property ba 
been transferred to over 100,000 institutions. rhe wide distribution of surplus 
property under many and varied property laws has led to confusion and some 
abuses. It is our observation, however, that such abuses represent a small per- 
centage of the total property donated and are far outweighed by the benefits 
accruing to the United States through the property placed in legitirnate health 
and education utilization. We do not condone these abuses and have taken steps 
to avoid their continuance. Our main problem is cleaning out our old compliance 
cases, for which purpose we have never had adequate staff. 

5. Enforcement of the compliance provisions by this Department is extremely 
complex because the authority granted is limited to property previously conveyed 


under the Surplus Property Act of 1944 bué does not include responsibility for 
many of the earlier property laws enacted. (For schedule of the many property 
laws and regulations, see schedule A attached.) The compliance responsibility 


for property transferred under other laws and regulations is not specifically 
covered by current legislation. This means that prior to taking any action on a 
case, we must first determine under what authority of law this property was 
acquired by the institution to determine whether or not such property justifiably 
comes under our jurisdiction, 

6. Administrative action has been taken within staff limitations by this Depart- 
ment to protect the Government’s interest in compliance cases that have come to 
our attention. Cash collections deposited in the United States Treasury as a 
result of the action we have taken on both real and personal property cases amount 
to over $2,000,000 since June 30, 1950, 


ADMINISTRATIVE ACTIONS TAKEN BY THE DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 


During the past 2 years the following actions have been taken by this Depart- 


ment to place the surplus-property program on a more effective operating basis: 

1. Issuance of procedures (series 200) governing transfer of property. 

2. Issuance of procedures (series 300) covering the allocation and distribution 
of property to State agencies and to health and educational institutions Copies 
are available upon request.) 

3. Issuance of procedures (series 500) governing compliance actions. 

4. Issuance of procedures (series 600) prescribing methods of recovery of prop- 
erty for defense purposes and the disposal of property excess to the needs of 
institutions or State agencies, for the account of the Government. (Copies are 
available upon request.) 

5. Establishment of minimum requirements for ope ‘ration of State agencies for 
surplus property by publication in the Federal Register of January 8, 1953, pre- 
scribing submission of a plan of operation for each State agency to be submitted 
to the Department of Health, Education, and Welfare for approval prior to June 
30, 1953. (Copies available upon request.) 

6. Adoption of an application form for execution by the individual institution, 
the State agency, and officials of this Department wherein certifications are made 
as to the eligibility of the institution, the conditions under which the property will 
be utilized, the conditions of title and that the property is usable and necessary 
for educational and public-health purposes. This form will provide the basis for 
legal action in the event of violation. 

7. Disposition of 235 cases re ported by institutions resulting in recapture by 
defense agencies of personal property other than electronics and machine tools 
costing over $2,187,374 and cash payments to the United States Treasury of 
$227,195.01. 
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1. Immediately follov r O reak of the Korean hostilities, arrangement 
ade to have representatives of the Department of Defense inspect all of 
agency warehouses and over $1,500,000 worth of property usable in the 
ffort was recovered 
January 195: cooperation with the Department of Defense and the 





Production Authoritv the program to recover critical machine tools 


itut i which to date has 1 ulted in the ree yvery of over 1.600 tc olsand a 





; g to the Government of over $4 milliot 

3. In cooperation with the Signal Corps of the Department of the Army, items 
of electronics are being recovered from educational institutions which to date 
have effected a savings of over $1,200,000 to the Signal Corps 

4. Real-property installations with an origipal acquisition cost to the Gover 


ment of over $124 million have been recaptured for use by defense agencies. 





CURRENT ACTIVITIES OF THE SURPLUS PROPERTY PROGRAM 


1. Federal personal property, representing an acquisition cost to the Govern- 
ment of between $4,500,000 and $5 million is being allocated per month. (Fair 
value of this property averages about 20 percent of acquisition cost 

2. Real property, including buildings for offsite removal is being transferred to 
health and educational institutions, representing an acquisition cost to the Gov- 
ernment of approximately $280,000 per month. 

3. Settlement of compliance cases which should result in collections in excess 
of $500,000 per year for the next several years. 

+. Current allocations of property are made in accordance with the law on the 
basis of usability and necessity rather than on the basis of availability. We 
believe this fact is evident by comparison of the volume of surplus property avail- 
able and the volume allocated. During the fiscal year of 1952, GSA advises that 
approximately $380 million of surplus property was sold and during that time 
approximately $36 million was transferred to health and educational institutions. 
During the first 6 months of the current fiscal year, GSA advises that $300 million 
of surplus property was sold and approximately $24 million was approved for 
health and educational use. It can be deduced from these figures that less than 
10 percent of the surpluses available are being transferred to health and educational 
institutions 


COMMENTS ON SPECIFIC COMPLIANCE CASES INCLUDED IN THE COMMITTEE REPOR' 
OF GOVERNMENT ACCOUNTING OFFICE 


It appears that the specific illustrations of irregularities set forth in the General 
Accounting Office report of investigation fall into four different categories: 

1. Improper determination of usability and necessity for health or educational 
purposes ; 

2. Irregularities in State agency distribution operations; 

3. Illegal benefit by private individuals; 

1. Unauthorized disposals by institutions. 

The determination of usability of surplus property for health or educational 
purposes is one of judgment to be exercised by personnel trained in acquiring 
equipment and material to be used by the institutions. A certain amount of 
ingenuity must also be exercised because many institutions have discovered uses 
for surplus property that would otherwise be valuable only for the scrap content. 
Nylon parachutes, as an example, are being used in dress designing, in art classes 
as substitute for painting canvas, and for window curtains. (Shows pictures of 
equipment and tools having been made over from scrap and waste materials.) 
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certed effort has been made by thi Jepartment to standardize the operation of 
tl State agenci insOlar as possible so tha he accounting and distribution 
! hods emploved will prevent irregulariti Mir im requireme! fo r- 
ati of State a cies have been ¢ lished and print in the Fede R ter 
requ that a plan of oper yn it ibmitted to this | urti t r appr il 
it r uitention that allocatio 1 propert Will be disc tinue lf any State 
i Ot presel acceptable plan by J 0 One of the re ' nt nder 
this Is an an! il audit by certified public ace tants o e? auditing 
vuthor \ 

Upo aise ery of irregularities in the operator of State agenci ior rpius 
property, this Department has taken action to discontinue allocation of property 
and has reported the violations to the Department of Justice for legal action 

This Department should receiv: ifficient funds with which to employ e 
necessary staff to make periodic inspection of State agency warehouses and to 
review the operatio1 of the agenev and make spot checks of the institutions wi i 
the State It should be ‘ogniz course, that these agencies are operat 

ier Stat 1ws and are State ! I 4 ut tl ( tre i ect 
jurisdictior rt t ee that t roperty yroper! ! d lv to ¢ ‘ 
recip! t a provider bv Feds ui | 

Several of the private individuals who have profited | this program by al 
acquisition and use or sale of such property have already bee prose ed and 
convicted by State courts Others are under indictment and awaiting trial 
This Department has cooperated and frequently recommended iat of ch 
legal action and has reported to the Department of Justice the cases of fraud 
or misrepresentation that have come to our attention throug! l¢ yurces 
and by our own investigations. We have insisted that the Stat ( secure 
proper identification from school officials and have issued identifie: ym ecards to 





State ageney personnel who are inspecting property at Federal installat 
Several of the cases cited indicate a misunderstanding on the part of State and 
institutional personnel as to the purpose of this program, but it is believed that 
the educational process and the publicity that has arisen from some of the court 
trials will act as a deterrent to individual gai 

Several of the cases cited by the GAQ, involving disposal of property by insti 
tutions, were found upon investigation to be in line with the terms of acquisition 





All 





and not in violation of existing regulations For example, at one time general 
authorization was given to institutions to sell property provided the receipts were 
used to aequire other material for educational use This authorization, however, 
} 


has been rescinded and the present procedure provides that the property must be 
used for a period of 4 years and cannot be disposed of prior to that time without 


consent of this Department Authorization has been given in several hundred 


! 
cases for the institution to sell property no longer needed a ul 
net proceeds paid to the nited States Treasury Several hundred more cases 


| 
he Government will receive several hundred thousand 


slic sale, with the 


are now in process, and t 
dollars through this procedure 

We will be glad to furnish more detailed information on individual cases that 
have been investigated by this Department upon request of the committee 


RECOMMENDATIONS 


Lhis Department has no specific recommendations on the changes in legislatior 


arising as a result of the investigation made by General Accounting Office because 
it believes that com] lete corrective action has been or can be taken by iminis 
trative measures, assuming adequate appropriations However, there are some 
suggestions that we believe would improve the operation of the general program 

l Under section 203 (k 2) of Publie Law 152 (SIst Cong.), the Department is 
authorized and directed to determine and enforce compliance with the terms 
conditions, reservations, and restrictions contained in any instrument by whicl 


transfers of property were made but this authority is subject to the disapproval 
of the Administrator of General Services Administration within 30 days after 
notice to him of any action to be taken under this subsection We believe that 
this 

it delays actions taken by us under the compliance program. It is not practical 
for example, when authorizing an institution to dispose of an obsolete piece of 
equipment at public sale that may be worth only $200 or $300 to have to formalize 
the transaction by written statements to General Services Administration and 





right of disapproval should be removed as respects this Department becaus« 
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receive written approval Increase in storage charges are quite often involved 
while awaiting for this formal approval. We have been advised informally that 
the General Services Administrqtion would have no objection to removal of this 
provision and we recommend that it be deleted. We would continue to consult 
appropriate staff members of the General Services Administration on compliance 
actions to obtain their advice and to enable them to coordinate Government 


ations of personal property for health purposes is r stricted under section 





(2) specifically to tax-supported or tax-exempt medical institutions, hos- 
pitals, clinics, and health centers rhis provision is defined in a formal decision 
bv the ( omptroile r General! as being restricted to only those four tvpes of healch 
activities, while actually there are several other public-health activities that are 
equally important and should receive the advantages of using surplus property. 


For example, nursing homes, sanitation systems, scientific laboratories, treatment 
centers for physically handicapped a 1 in malaria 
control and related public-health activities, are equally important to public health 
It S suggested, theref« re, that the law be amended to make tax supported, or 
nonprofit, tax-exempt health facilities and activities of this kind eligible for dona- 


tions of surplus personal property inder section 203 (j 2) of the act 





d agencies or institutions engage< 


SCHEDULE A 


\ review of the history of the program under which Federal surplus property 
has been transferred to public health and educational institutions by donation 
or at public benefit discount indicates that the following laws or acts of Congress 
have been in effect at one time or another: 

1. Public Law 91, 66th Congress (H. R. 3143), approved November 19, 1919, 
authorized the Secretary of War to sell at reduced rates certain machine tools 
surplus to the Government, for use by trade, technical, and public schools and 
universities. 

2. Public Law 615, 69th Congress (H. R. 12212), approved February 14, 1927, 
authorized the Secretary of Navy to donate, except for the costs of transportation 
and delivery, to accredited schools, colleges, and universities aeronautical equip- 
ment, aircraft instruments, etc., such as have been declared obsolete by the Navy. 
3. Public Law 524, 70th Congress (8. 1822), approved May 26, 1928, authorized 
the Secretary of War to transfer or loan, without cost except for transportation, 
to museum, accredited schools, colleges, or universities for exhibit purposes 
aircraft and aeronautical equipment such as had become obsolete. 

4. Public Law 249, 71st Congress (8. 3185), approved May 23, 1930, authorized 
the Secretary of Navy to dispose of without charge except for transportation 
to accredited schools, colleges, and universities for use in vocational training 
and instruction such machinery, mechanical equipment, and tools as was obsolete 
or no longer needed by the Navy. 

Donations of war surplus property prior to approval of Public Law 889 were 
made under authority of this act. 

5. Publie Law 455, 74th Congress (H. R. 1381), approved February 27, 1936, 
amended Public Law 249, 71st Congress, to authorize the Secretary of Navy to 
also donate boats and boat equipment 

6. Public Law 460, 74th Congress (H. R. 8024), approved February 28, 1936, 
authorized the Secretary of War to make donations to schools for use in vocational 
training and instruction such machinery, mechanical equipment, and tools as 
were obsolete or no longer needed by the Army. 

Donations of Army surplus property made subsequent to World War IT and 
prior to the enactment of Public Law 889 were made under the authority of 
this act. 

7. Publie Law 849, 76th Congress (H. R. 10412), approved October 14, 1940, 
authorized the Federal Works Administrator to rent, lease, sell for cash or credit, 
or convey the whole or any part of real properties to local municipalities for 
street or other public use. 

8. Public Law 292, 78th Congress (H. R. 2618), approved April 22, 1944, 
amendment to the Lanham Act, provided for transfer of buildings and personal 
property by the Federal Public Housing Authority to institutions for housing of 
veteran students. 

9. Public Law 457, 78th Congress (H. R. 5125), approved October 3, 1944, 
known as the Surplus Property Act of 1944, authorized the transfer of surplus 
personal property to certain educational and public-health institutions at public- 
benefit discount or by donation and the transfer of surplus real property to certain 
educational and public-health and educational institutions and instrumentalities 
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of the Government at public-benefit discount. Implementing regulations of this 
act provided various procedures for transfer either by donation or at public-benefit 
discount or by disposal by sales under the various agencies of the bulk of the war- 
surplus property disposed of after World War IT. 

Implementation of this act was entrusted to the Reconstruction Finance Cor 
poration, later the Surplus Property Administration, and more recently the War 
Assets Corporation and its successor the War Assets Administration. 

10. Public Law 697, 79th Congress (5. 2085), approved August 8, 1946, author- 
ized the Federal Works Administrator to transfer to educational institutions real 
and personal properties for use in expediting the training of veterans under title II 
of the Servicemen’s Readjustment Act of 1944, as amended 

11. Public Law 883, 80th Congress (8. 2554), approved July 2, 1948, authorized 
the Federal Works Administrator to loan machine tools from the National 
Industrial Reserve to nonprofit educational institutions or training schools. 

12. Public Law 889, 80th Congress (H. R. 5882), approved July 2, 1948 
authorized the Secretaries of Army, Navy, and Air Force, at their discretion, to 
donate for educational purposes in the States, Territories, and possessions of the 
United States, without cost except for the costs of care, handling, and transporta 
tion of such equipment, materials, books, and other supplies as may be obsolete 
or no longer needed by the Army, Navy, or Air Force, and which the United States 
Commissioner of Education, Federal Security Agency, may consider to be useful 
for educational purposes. 

13. Public Law 152, 8lst Congress (H. R. 4754), approved June 30, 1949 
charged the General Services Administrator with responsibility over the disposal 
of surplus property by the various executive departments of the Government 
This law also authorized the General Services Administrator to donate personal 
property for educational purposes, as has been determined by the Federal Security 
Administrator to be useful and necessary for educational purposes. 

This law repealed most of the previously mentioned acts 

This law also authorized the General Services Administrator to transfer at 
public benefit discount such items of real property to publie health and educational 
institutions as had been deemed by the Federal Security Administrator to be useful 
and necessary for public health or educational purposes. 

14. Public Law 698, 81st Congress (H. R. 6104), approved August 16, 1950 
authorized the establishment of an Educational Agency for Surplus Property 
within the District of Columbia. This law was enacted to permit the District of 
Columbia to service educational iiiscicucions within the District of Columbia to 
the end that benefits provided under Public Law 152 might be realized by District 
of Columbia institutions. 

15. Public Law 754, Slst Congress (8S. 3959), approved September 5, 1950, 
amending Public Law 152, authorized among other things the General Services 
Administrator to donate to hospitals, clinics, and other tax-supported and/or 
tax-exempt public-health institutions such surplus personal property held by 
executive departments of the governments as had been deemed by the Federal 
Security Administration to be useful and necessary for public-health purposes. 

Mr. Lunp. Thank you. We attempted in the statement that we 
prepared to make a distinction between some 16 previous laws af- 
fecting surplus property, and a distinction between the old property 
laws that were, in essence, a donation program to the schools and 
health institutions without, in most cases, any strings attached 
whatsoever. 

One of the problems that we have inherited is that as these pro- 
grams expanded and developed and operated under the many dif- 
ferent laws confusion was created on behalf of the recipients, and 
many actions taken on behalf of the schools were not overt or in- 
tentional acts but arose as a result of misunderstanding as to the 
conditions under acquisition, 

We then tried to point out what steps had been taken prior to the 
passage of 152. When this program came to the Administrator’s 
office, now the Secretary’s office, the first thing we had to do was get 
a wide acquaintanceship with what had happened in the past, and 
then proceed to try to find ways and means of putting this into the 
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concept that we felt had been created by the Congress for the opera- 
tion of the program. Since it has come to the Federal Security 
Agency on the Administrator’s level, we have tried to work with the 
States in an effort to tighten up and close operational loopholes. 

| think we must be perfectly fair and frank that following World 
War II the instructions of the disposal agencies were simply to get 
rid of this property and to make the best possible use of it. It was 
donated; there were no restrictions and, true, many schools acquired 
more than they could practically use in their institutions. 

Since that time we have attempted under very difficult circum- 
stances to get a more specific procedure. We have encouraged the 
te ates to be more careful in their allocations so as not to give more 

roperty than is practicably usable. We have also atte mpted to go 
into all of the old cases and try to make restitution where there were 
violations. Since October 1950, since the program came to us, we 
have effected collections in excess of $2 million and paid it to the 
Federal Treasury from compliance actions. (These actions in many 
cases do not arise as a result of mismanagement or fraud, but as a 
breach of contract 

We welcome the General Accounting Office coming into this picture 
because it would have two advantages. It would point up to us 
certain areas probably unknown to us and, secondly, we felt it would 
have a psychological effect on creating an awareness on the part of 
the schools and hospitals t o be a little more conscious of their re- 
sponsibility in this program. 

We believe that the steps we have taken in relation to the situation 
in which we find ourselves indicates that there have been some 
specific improvements. 

| would like to point out, if I may, that from the time we have had 
this program we have been short of personnel. When the Office of 
Education had the program they had a staff of 200 people to do only 
one-half of the job that the agency now has. When this Surplus 
Property Act was passed the appropriations were reduced, and the 
highest number of persons we have had to do this on the Federal 
level was 51, while our average has been 32 people a vear. In 1 
vear of our operation we had 15 people for the United States and its 
possessions to run the compliance program, make distributions, pre- 
pare regulations in an effort to place operations on a sound basis. 

I said to the Appropriations Committee in both the House and the 
Senate a year and a half or two ago that I felt that if we had sufficient 
funds we could go back and clean up the old backlog and return to 
the Federal Treasury $5 for every $1 appropriated. We have done 
a little better than that. This year we have returned $10 to $1. 

When we clean up the old backlog—and when I refer to this ‘old 
backlog” I make no condemnation of a single Federal agency because 
the law was enacted by the Congress and it was, in their discretion, 
the wisest method then to give this property away. The net result 
has been an accumulation of certain items that we have just not been 
able to cope with; in reality, they have been almost uncontrollable. 

| would also like to say that I would not wish this committee to feel 
that, in the main, the Gene of Accounting Office report is one that 
could be considered too negative in its total aspect. When the 
schools and hospitals in this country, 100,000 of them, in an investiga- 
tion of 21 States, unearthed only 46 or 47, whatever that number of 
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cases were, of maladministration—and I am sure those are not all 

I think it is to the credit of those agencies who have handled this 
property. It is a very wide, complex, and difficult kind of situation 
in which to operate. 

Now, what have we done further to tighten this up? As a result of 
consultation with this association of which Mr, Farrell spoke, we have 
tried to work out regulations on all fronts of surplus property and also 
on real property. 

Our real property is a realistic additional problem to us, where the 
supervision of Federal property has a value, according to our records, 
of $683 million. I submit to vou the fact that, if vou have 15 people 
to do donation, compliance, and real-property work with that kind 
of supervisory staff, you must expect some maladministration. It 
is impossible to do otherwise. But coming back again 

Mr. Meaper. Might I just ask, what is this $683 million? 

Mr. Lunp. That is real property that has been donated, or a pref- 
erable term would be “transferred,” at public-benefit discount, to 
health and educational institutions of this country. 

Mr. Meaper. That is just real property? 

Mr. Lunn. That is real property. 

Mr. Meaper. You don’t have any inventory of personal property? 

Mr. Lunn. Yes; we do. 

Mr. Meaver. Well, this is what has already been transferred, $683 
million of real property? 

Mr. Lunp. That is correct. 

Mr. Meaper. Well, you don’t have any figures showing what is 
currently in the process of being transferred or on hand for transfer? 

Mr. Lunn. We have an estimate; I can give you that, but I cannot 
give you a figure of what may become available for that purpose. 
Does that answer your question? 

Mr. Mraper. Yes. Well, can you give me the figure that you do 
have? 

Mr. Lunp. $300,000 a month is our current disposal rate or transfer 
rate. 

Mr. Meaper. Both real and personal property? 

Mr. Lunn. No; real property. 

Mr. Mraper. Do you have a figure of personal property? 

Mr. Lunp. Yes. Altogether since the beginning of the program 
through December 31, 1952, based on acquisition cost—that is the 
most current figure we have—personal property of $573,828,000. 

Mr. Meaper. I| have those figures, but I just wondered at what 

rate you were turning them over by the month. 

Mr. Lunp. Oh, currently? 

Mr. Meapver. Corresponding to your $300,000 worth of real 
property. 

Mr. Lunp. Well, we have been running—by the school year, | 
would say about a little less than 6 million. 

Mr. Brooks. Per month? 

Mr. Meaper. Per month? 

Mr. Lunn. Yes; taking an average for the past years. At the 
moment, based on the month before last, I think, it would run 4% 
million. 
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We have worked out, in cooperation with other agencies, what we 
believe is a better system whereby when property is donated the 
donee signs that his institution is tax supported and that the property 
is for nonprofit use; that it will be used only in education or health; 
that it will not be sold; and that the rules and regulations of the Federal 
Government and the State will be adhered to. 

I would like to leave a copy of this contract with the committee for 
further review 

Mrs. Harpen. Is this in effect now? 

Mr. Lunn. Yes; it is. 

Mrs. Harpen. Thank you 

Mr. Hititetson. Now, I am a little confused. You say this $683 
million is the inventory of the real property you have on hand, or is 
the amount that you have disposed of? 

Mr. Lunn. That is the total amount of all disposals that we have 
been able to secure as the total allocated. 

Mr. Hittetson. In other words, you still have an inventory of 
real property on hand; is that correct? 

Mr. Lunp. Well, we do not have an inventory on hand. As the 
property is declared surplus by the declaring agencies and then 
cleared back through the General Services Administration it is 
circulated to all other governmental agencies and if they do not with- 
draw it then it comes to us on listings for the purpose of selection for 
need for health and educational institutions. 

Hitievson. As of today, you have nothing on an inventory. 
; that correct? 
\Ir. Lunn. No; we have nothing on inventory. I would assume 
have some thousands of dollars in the process of review, but 
nothing on inventory. 


Mr. H1itietson. B 


Sut vour average has been around $300,000 a 
month in disposing of real property currently, I mean? 

Ir. Lunp. Yes, sir. Does that answer it? 

Mir. Hrtutevson. Yes. Thank you. 

Mrs. Harpen. Had you concluded with your statement? 

\fr. Lunn. If it is the pleasure of the committee, I would like to 
make several additional comments. We are asked on what do we 
predicate this need question. It is a very difficult question to answer. 
We took this position, either correctly or otherwise: In view of the 
fact that Congress has in more than a score of instances by earlier 
legislation seen fit to make outright donations to health and educa 
tional institutions, we felt from these previous actions and from the 
discussions in hearings that it was the congressional intent that the 
word “need” be defined on a broad basis. We used the Webster 
definition as being the lack of anything desirable and useful on behalf 
of the school or health fae lity. 

‘his, in brief, has been our interpretation. Obviously, there are 
limitations we had to put on it. 

It is my opinion that any surplus item that will expand the existing 
facility of the school or health institution and enhance the opportunity 
of learning will really be the interpretation that can be acceptable, 
and we base that on the prior actions of congressional committees. 

Unless you would like to have me make some further comments 
with respect to the GAO report, this is a most brief summary of what 


e have attempted to do in this area. We have presented to you our 
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fiscal problem and our lack of staff as a limitation to do the kind of a 
job that we feel should be done on behalf of the Government. 

I would like to point out, however, that there are many aspects of 
this problem that I think warrant consideration. Let’s assume that 
the donation of this property has secondary value as well as direct 
benefits. 

I think that there is something to be said for the utilization of used 
material in the vocational schools of our country. I think it encour- 
ages thrift on the part of students. I think that by taking some 
equipment that is down, reconditioning it, youngsters get a greater 
respect for property. 

| think, also, that we have expanded through this program the 
vocational activities at least a third in this country. In this there are 
some very important items for consideration. 

Following the Korean incident, we got together with the armed 
services. They needed to have machine tools, to step up production 
There was, roughly, at that time $4 million of equipment picked up 
and placed back into industrial channels in a time of need. 

The schools had stored that equipment, the Government received 
it back in better condition than in which it was when allocated, and 
it served as a backdrop in an emergency. 

One can also consider that the expense of this whole vocational 
activity is a reserve source that should reduce the cost of training in 
the event of emergency and is actually a production potential that 
is worthy of consideration, to say nothing about the value of the 
training to the individual student. 

I have personally visited in the South a number of regional voca- 
tional schools that I know could never have come into being without 
this program. They did not have the money; they did not have the 
concept and, as a result of the availability of this equipment, I have 
seen some of these shops set up. They have taken surplus buildings, 
put them together, and they now have rather modern school plans; 
they have taken old wiring, put it into the conduit; they have built 
a plant from the ground up. 

One other advantage of this program, particularly on the realty 
side—I would like to show a picture if | may—is not only the value 
to the institutions, such as universities, in using Government-owned 
standby plants, but the direct benefit to Government. Such a policy 
preserves the plant for emergency purposes without cost to the Gov- 
ernment, so there is an additional factor that one might wish to 
consider. 

Here is the University of Connecticut, a picture of the entire plant 
kept in condition and at the same time has expanded the facilities 
at the university. 

I have a picture of the University of Utah which also illustrates 
good utilization. 

Here is another, the Galesburg State Hospital in Illinois. The 
whole plant has been preserved and improved. 

I think that this type of use has value that is not generally con- 
sidered as being a part of the direct contribution of the real property 
program. 

Here are other pictures of utilization. For example, the rebuilt 
buildings, domestic-science classes where none existed before. 
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Here is the University of Utah at Salt Lake City. This property 
could not be sold; it could be dismantled and the materials reduced 
down to lumber, but the cost of that is rather high; in contrast here 
there is reserved for future use an entire plant. 

One other important point in relation to this kind of operation is 
that when an emergency arises, by agreement with the school, the 
Government can recapture property as they have during this Korean 
emergency. We have taken back 124 or 125 million dollars worth of 
real property and again placed it into the hands of the services. 

I just cite a few of those illustrations to indicate that the picture 
is rather complicated. We should not place the total evaluation upon 
the actual acquisition cost alone because there are side benefits. 

Another thing I mentioned earlier is the matter of thrift and good 
work habits. 

Here is some old Army equipment, Navy equipment, clothing, 
blankets, things of that kind, used in domestic science classes to make 
clothing. 

Here is another picture from California. 

Mr. Convon. It happens to be in my district, too. 

Mr. Lunp. Well, here are a lot of big bolts used for specialized 
purposes in the services. Even if you put them on the market there 
would be very few possibilities of sale. Now, they have taken all 
these bolts and made tools and expanded the program by making 
additional tools out of it for distribution to other schools, and so you 
again have a side benefit. 

I think that covers that area. 

Mrs. Harpren. Thank you, Mr. Lund. I have a few questions. 

How long have you been with the Department of Health, Educa- 
tion, and Welfare? 

Mr. Lunn. Eighteen years. 

Mrs. Harpren. You have indicated that you have an insufficient 
staff to do the job. How many do you have on your staff? 

Mr. Lunp. Currently, 27. 

Mrs. Harpren. And would you care to briefly elaborate on that 
statement? 

Mr. Lunp. If it is your pleasure, I would like to elaborate and back 
up a step. 

I have recommended on occasion, and I believe it makes sound ad- 
ministrative sense, that if we could have an appropriation of $550,000 
a vear for a 2-year period, it would permit us to clean out the backlog 
and then operate the program on the basis of the present law with 
some further tightening up; that at the end of that 2-year period we 
could come to this subcommittee with a plan whereby the total cost 
of this operation could be carried either by fee for service or on a 
projected revolving fund. 

We cannot do our work now on a businesslike basis. We operate 
on what I would say is a fire-alarm basis, with a staff of only 27 people. 

I would like to point out, too, that in addition to the items that I 
mentioned in relation to this staff, that the staff was supplemented 
this year by an arrangement with the Munitions Board where we did pick 
up these millions of dollars of tools. They paid us for a certain amount 
of service and for the travel required to do that work, so that the staff 
this year to pick that up was not done with the 27 people. I do not 
want to misrepresent that the total job has been done with 27 people. 
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Mr. Mraper. May I ask how many people were involved in that; 
what is the cost of the program? 

Mr. Lunn. That ran—what was that figure? 

Mr. Frazier. We ran the machine tool recovery program for a 
period of a year in which the Defense Department furnished us with 
$180,000, and deducting that plus the out-of-pocket expense that was 
allowed to the schools when the tools were recovered, the net saving 
to the Government was slightly over $4 million. We reported 1,663 
tools, of which 861 have been allocated by the MPA Board, and that 
is the value of $4,471,000 for just the tools that have been allocated. 
There will be six or seven hundred tools that we will now have on 
hand that we are going to have to sell on the open market. 

Mrs. HarpeN. Machine tools? 

Mr. Frazipr. Yes, ma’am. 

Mr. Brooks. Did you say you had saved the Government $6 
million? 

Mr. Frazier. Four million. 

Mr. Brooks. How did you save it? 

Mr. Frazier. It was the fair value of the tools picked up. 

Mr. Meaper. Not the acquisition cost? 

Mr. Frazier. No. 

Mr. Brooks. They were picked up and disposed of to the school 
districts? 

Mr. Frazier. No, they were picked up and turned over to the 
MPA, to defense contractors, at a cost to the Government of $517,000, 
of which $180,000 was for personnel and travel of our agencies. 

Mr. Meraper. The rest of it was for the reimbursement of the 
schools from which you got the machine tools? 

Mr. Frazier. Yes, sir. 

Mr. Lunn. I would like to say that irrespective of the source, many 
of the schools, particulafly universities that had these tools acquired 
under the donation program, were perfectly willing when they went 
back to the Government, with rare exceptions, to give them back to 
the Government merely for freight and the handling and packing 
costs. 

Mrs. Harpen. Do you believe that the Secretary of vour Depart- 
ment has sufficient authority to exercise adequate guidance and con- 
trol over this progrim? 

Mr. Lunp. That is a very difficult one to answer. If the Chairman 
means in our own operation, I will answer ‘‘Yes,” but you see, we 
are very closely tied, and the basic law goes to the General Services 
Administration. They have been most cooperative in assisting us 
in every possible way. 

Now, if we were to find ourselves in a position where that excellent 
cooperative relationship for some reason were not continued then we 
could not exercise our responsibility to the full. We don’t anticipate 
that, so I think my answer would have to be “Yes,” I think we 
have sufficient authority. 

Mrs. Harpren. Have you had an opportunity to learn how your 
minimum requirements for operation regulations which were pub- 
lished in the Federal Register on January 8 have been accepted by the 
States? 

(Following are the minimum requirements for operation, mentioned 
above, which appeared in the Federal Register of January 8, 1953:) 
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STATE AGENCIES FOR SURPLUS PROPERTY MINIMUM REQUIREMENTS FOR 
OPERATION 


Notice is hereby given that the Federal Security Administrator has promulgated 
the following minimum requirements for the operation of State agencies for surplus 
property. 

I. Each State agency for surplus property will submit a plan of operation to the 
Federal Security Agency for approval on or before June 30, 1953. 

Il. The State agencies for surplus property must submit evidence (including 
copies of statutes, executive orders, etc.) to establish the authority under State 
statute or executive order of the State Department or State agency (1) to acquire, 
allocate and distribute personal property to tax-supported and to nonprofit 
institutions eligible to acquire the same under section 203 (j) of the act, and (2) to 
acquire, Warehouse and distribute as above, and (3) to execute the agreements 
required by the Federal Government. Where express statutory authority for the 
performance of such functions does not exist, or is ambiguous, or where the author- 
itv exists by virtue of executive order, the State agency or any such department 
of health or education shall furnish an opinion of the chief law officer, such as the 
State’s attorney general, as to the existence of such authority. 

III. Operation of the State agencies for surplus property shall be subject to 
financial audit by the State or a reputable auditing firm and shall adhere to the 
State fiscal policy. Unless otherwise specified in the State fiscal policy, audit 
should be made on an annual basis. A statement of the audit conclusions will be 
forwarded to the Federal Security Agency, regional coordinator, concerned. 

IV. State agencies for surplus property shall maintain accurate permanent 
records of all property received and distributed; such records to be kept for a 
minimum of 5 years. 

V. Shortages or overages will be noted by the State agencies for surplus prop- 
erty upon receipt of the property from the holding agency and notice shall be given 
the donor holding agency, with copy to the regional property coordinator, in 
writing within 30 days after receipt of the property, indicating all such shortages 
or overages, 

VI. The State agencies for surplus property shall require the donees to: 

1) Certify to need and usability of each list of property received; 
(2) Agree to the regulations as to the use and disposal; 
3) Have such certification and agreement signed by the administrative 
official or his duly authorized representative. 

VII. The service charges made by State agencies for surplus property for hand- 
ling donable property shall be limited to the actual costs of operations and a rea- 
sonable operating reserve as set forth in the State plan. Any excess funds accruing 
from the operation of the program will be redistributed to the participating 
institutions at periodic intervals, either in cash or by reduced service charges. 

VIII. Financial records and all other books and records of the State agencies 
for surplus property shall be subject to inspection by representatives of the 
Federal Security Agency and other proper Federal authorities. 

IX. The State agencies for surplus property will forward to or make available 
for inspection by the Division of Surplus Property Utilization, Federal Security 
Agency, Washington, D. C., or its successor in function, copies of the State agency 
annual financial report. 

X. The State agencies for surplus property shall maintain adequate provision 
for prote cting the property in State agency ware -houses. 

XI. The State agencies for surplus property will assist the Federal Security 
Agency in effecting utilization and compliance by the donee institutions with the 
terms and conditions established by the Federal Security Agency and State 
agency as governing effective utilization of Federal surplus property. 

XII. The State agencies for surplus property will assist and cooperate with 
the Federal Security Agency in effecting the recovery from donee institutions 
such property as may be needed for defense or emergency Federal use. 

XIII. The Federal Security Agency reserves the right to modify or amend 
these minimum standards; and to withdraw approval of any State agency or 
State plan in the event the State agency or State plan, in the opinion of the 
Federal Security Agency, fails to conform with these standards as they may be 
amended from time to time, or there is failure on the part of the State agency to 
comply with the approved State plan. 
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1002; and sec. 201, Reorganization Plan No. 1, 


(Sec. 3, 60 Stat. 238, 5 U.S. ¢ 
2. 2727: 3 CF R, 1289, 3 Cum. Supp.; 5 U. 8. C. 133t 


effective July 1, 1939, 4 F. I 
note.) 

[SEAL] Joun L. THURSTON, 

Acting Federal Security Administrator. 

Dated: January 2, 1953. 

Mr. Lunp. They have been accepted generally because we worked 
with the States; they were discussed with the State group and the 
State personnel prior to their issuance. The association assisted 
us in the development of the rules and regulations and I have had no 
complaints on them. 

Mrs. Harpen. Mr. Ellis of the GAO indicated in his testimony 
that in his opinion most of the noncompliance cases covered by the 
GAO investigation occurred pursuant to Public Law 152. Is that 
your understanding? 

Mr. Lunp. We do not have a complete or detailed study of the 
GAO report. The field workers in Indiana and Illinois gave our 
regional office information; the General Accounting Office was cour- 
teous enough to permit us to go in and make some notes on some 
cases, and | think they would have permitted it in all, but we do not 
have the detailed report and insofar as I can deduct from the present 
report, of the 46 or 47 cases, about 7 of them are strictly Public Law 
152. The majority of the others relate to previous laws previously 
enacted. 

Now, that issue is also somewhat clouded and, to be perfectly fair, 
there may be a single tool or item also covered under 152, but as | 
have gone through these case by case, insofar as we are able to iden- 
tify them from the report, the majority do not relate specifically 
to Public Law 152. For our purpose in trying to clean up this back- 
log I still think the report is exceedingly helpful, and for our purpose 
it isnot toomaterial. Weare glad to have it and hope we can have the 
detailed report for follow-up work. 

Mrs. Harpen. You mentioned in your prepared statement, Mr. 
Lund, that your main problem was in cleaning out old compliance 
cases. How many of these do you have, and can you — the cases 
down into classes such as violation of regulations, fraud, or rany other 
general categories? 

Mr. Lunn. We have attempted to get those figures, and we made an 
estimate that we have probably remaining 3,000 cases that need 
attention. 

Now, when I make that statement I must qualify it because we do 
not know when we get reports of something being sold whether it 
was acquired under the donation program or whether it is applicable 
under 152, and in many cases when we go out and make the in- 
vestigation we find that the school’s action was perfectly proper. 
However, we do have, roughly, about 3,000 cases that need attention. 

Mr. Hitue ison. Are these cases centered in any particular area or 
are they just all over the country, or what? 

Mr. Lunp. I would think that they might be considered to be 
centered in one area, which area is now under investigation by Justice 
and by the FBI. We have turned over 15 cases-to Justice, and we 
have 5 more in our office that we think maybe should go to Justice. 

I would say generally that outside of 1 or 2 pinpointed areas, or 
maybe 3 or 4 pinpointed areas, the problem would be general. 
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Mrs. Harpen. Pardon me. Where are those pinpointed areas? 

Mr. Lunp. One is Arizona, the major one at the moment. 

Mrs Harpen. And the others? 

Mr. Lunn. Nevada, Idaho—I beg your pardon; it is Idaho instead 
of Nevada. The Nevadasituation has been corrected. We have some 
question about a situation in Alabama not fully cleared up, those are 
the major ones. 

Now, we would be glad, if the committee wishes, to develop definite 
information on the specific cases, but it would be a tremendous task 
with only three people. 

Me. Hitieuson. | would like to see it because, in other words, you 
point out only 3 States and you say there is a problem, maybe, of 
investigating 3,000 different complaints. You might state it that way; 
is that ‘correct? 

Mr. Lunp. No;1 wouldn’t say complaints, but as a result of findings 
it raises an issue in this number of cases. 

Mr. Hititetson. When you say ‘‘pinpointed,”’ that would mean 
what, a hundred cases in that area or 300 cases? 

Mr. Lunn. I would think, for example, in the State of Arizona 
there might be several hundred cases in that area. We found some 
things we did not think were healthy, that didn’t look honorable, but 
we would not make a statement until that investigation is completed. 
We are not sure at this point, and that is why we asked Justice to go 
in. We did have some information through other reports. Some of 
those have been cleaned out. 

I do want to point out again, because one can probably maliciously 
attack innocent people if you are not correct because of the many 
laws that go back where they are strictly donation; you cannot be 
sure until you find the facts. 

With our staff—I have my total staff here with me today, the 3 
men here—that represents the Washington staff, and this is only 1 
part of my responsibility, but there is the staff that runs this program, 
3 men. 

Mrs. Harpen. Is that all, Mr. Hillelson? 

Mr. HiLueison. Yes. 

Mrs. Harpen. Did I understand you to say that there were 15 of 
these cases ee had been turned over to the Justice Department? 

Mr. Lunp. Yes, as 1 remember, there are 15, and we have 5 more 
that we are ieee consideration to. 

Mrs. Harpen. How many of those have been acted upon up to 
date? 

Mr. Frazier. Five. 

Mr. Lunp. Five have been cleared out. 

Let me ask the question, if I may, those that have gone to Justice 
is the question? 

Mrs. HarpeEn. Yes. 

Mr. Lunn. Those are 15. 

Mr. Hittetson. When were those submitted? 

Mr. Lunp. I think we have the schedule here. 

Mr. Frazier. All in a period of the last 2 years. 

Mr. Lunn. From December 1950, current. 

Madam Chairman, in my statement I have omitted one item I 
would like to bring to the attention of the committee, and that was 
our cooperation with the Signal Corps in attempting to get recovery 
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of any unused equipment and also that which was in use in the schools 
that could be spared. 

They gave us a small grant of $36,000 to canvass the country 
through the State staffs, and as of the end of last month we have 
picked up and have either transferred, or have available to transfer, 
back to the Signal Corps $1,937,000 worth of equipment. 

Mr. Muapmr. Is that acquisition cost? 

Mr. Lunp. Yes, this is acquisition cost. 

\ir. Frazrer. In many cases the acquisition costs are much lower 
than the current value because of these electronic tubes that have 
increased in value. 

Mr. Lunp. Which is also a problem that we found in the airplane 
business, that the old scrap which was worth nothing at one time now 
has potential value, and we are trying to recover all of that. 

Mrs. Harpen. Mr. Lund, returning to the subject of the Justice 
Department, how many indictments have been made, and how many 
convictions? 

Mr. Lunp. I would like to check this. I can recall three indict- 
ments. The convictions | am not certain about. I will get that for 
the record. (See p. 96.) 

In some instances the States ask us when facts are presented not to 
take action, and we prefer not to, to let the States themselves take the 
action, and so many actions have resulted on the initiative of the 
State itself to clean out its own situation. 

Mr. Muaprer. Do you know how many of those there have been? 

Mr. Lunp. There are two that I specifically know of, but we will 
check the record and give you that. 

Mr. Merapgpr. Two cases where there are indictments, or two 
convictions? 

Mir. Lunp. Well, convictions. 

Mr. Mreaprr. Those would be in addition to the 15 cases? 

Mr. Lunp. Correct. 

Mr. Mraper. But the 3 indictments would be out of the 15 cases 
referred to? 

Mr. Lunp. Yes, sir. 

Mrs. Harpren. Do you have any further questions? 

Mr. Maver. Yes. 

Mrs. Harpen. All right, Mr. Meader. 

Mr. Mraper. Mr. Lund, as I understand it, your current budget 
is $165,000 for 1953 for this activity? 

Mr. Lunp. Yes, sir. 

Mr. Meaper. And that is at the rate of 27 or 31 employees? 

Mr. Lunp. Yes, sir. 

Mr. Meaper. And your $500,000 request is on the basis of how 
many employees? 

Mr. Lunp. We have never formalized that request for a number of 
reasons. We get a ceiling in relation to the total amount of money 
for agency operation, and the ceiling that we have for this year is 
that which we are requesting and presenting to the Congress is 
$255,000. 

Mr. Muraper. That is the figure in the current budget? 

Mr. Lunp. That is right. 

Mr. Meaper. And that would provide for how many employees? 


33459—53———-7 








92 DONABLE SURPLUS PROPERTY PROGRAM 

Mr. Lunp. That would provide for just about a continuance of 
what we have now. You see, we had some supplemental funds, like 
this $36,000 I mentioned from the Signal Corps, and I don’t re smember 
the exact number that we had for that budget; do vou recall? 

Mr. Frazier. That we are stating in our budget? That would 
provide for 42 people. 

Mr. Meaper. Would it be fair to say that your $500,000 figure 
would take care of approximately twice that number? 

Mr. Lunp. Yes; I think that would be fair. 

Mr. Meaper. In other words you feel you need somewhere around 
85 people to handle this program to take care of the backlog that has 
deve lope “l? 

Mr. Lunp. Yes for a 2-vear period. It is a real problem to make 
sound distribution of surpluses and to go back and clean up that 
backlog, and to recover back to the Government that to which they 
are entitled. I see no way that we can do it with a lesser staff. 

1 am also concerned about the psychological effect of sloppy business 
practices on behalf of the Government because it discourages partici- 
pating institutions rather than encourages them in sound businesslike 
practices. I submit for your consideration that I do not think the 
Department can fairly be held fully responsible when they do not 
have the means to do it with. This item of $680 million worth of 
real property is an investment worth protection. I would like to have 
staff enough to reevaluate every single major property installation in 
educational use in this country and work it out with these educational 
institutions, and any excesses would be pli wed back on the market 
and put back on the tax rolls. It is the only sound business approach 
I know that could be taken. 

Mr. Meaper. You couldn’t do that with 85 people? 

Mr. Lunn. We would work a unit at a time as we went ae 

Mr. Mraper. These 42 people, or whatever your staff is, are con- 
cerned with this program and no other, is that correct? 

Mr. Lunp. That is correct. 

Mr. Mraper. Now, are there any other divisions within the Depart- 
ment of Health, Education, and Welfare that devote any manpower 
to this program? 

Mr. Lunn. My office does, and I do personally. We also use a 
small amount of time, very limited—I would sav probably not to 
exceed 2 weeks a year—of top people in the health department and 
in the educational department. 

We will not make a single major assignment to any educational in- 
stitution without having competent advice as to the soundness of the 
plan in relation to the educational needs of that area. So, we will 
consult then with the Commissioner of Education, or with whomever 
he designates as his representative. Other than that, we do not take 
other staff time except for miscellaneous clerical help. 

Mr. Meaper. It would be impossible to give any firm figure, I 
know, of the total cost within the Department of this program. 
Your $165,000 represents, probably, the great bulk of it, but there 
must be some rough figure that you could give us that would estimate 
what additional cost there is within the Department for the adminis- 
tration of the program. 

Mr. Lunp. Well, I would think, roughly, $35,000 additional. I say 
that because the time that I devote to it, the time that General Coun- 
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sel has to devote on the legal staff, the time of top administration and 
sonsultation in relation to many knotty problems and in dividing up 
territory or tracts of land. I weuld think $35,000 would be a fair 
estimate of all additional time. 

Mr. Meaper. That is all. 

Mrs. Harpen. Mr. Brooks? 

Mr. Brooks. No questions. 

Mrs. Harpren. Mr. Osmers? 

Mr. Osmrrs. No. 

Mrs. Harpren. Mr. Condon? 

Mr. Conpon. Yes. 

@n these figures that you gawe, Mr. Lund, $680 million, I believe, 
of real property— 

Mr. Lunp. Yes, sir. 

Mr. Conpon (continuing). And five-hundred-odd million personal 
property, are those all on ac ‘quisition-cost basis, the real property? 

Mr. Lunp. Yes, sir; that is on acquisition. 

Mr. Convon. And you, consider real property the buildings that 
are attached to the land, also; does that figure also include the cost of 
construction of those buildings? 

Mr. Lunp. Generally, it does; yes, sir. 

Mr. Conpon. And are you acquainted with ths at report of the Gen- 
eral Accounting Office which we had printed up? 

Mr. .LLunp. Yes, sir. 

Mr. Connon. Now, | have asked Mr. Ellis to give me specific and 
detailed information about every one of the instances that were cited 
in that report. If I receive that information from the General Ac- 
counting Office, would your staff be in position either to be acquainted 
with the complaints that the General Accounting Office submits to 
me or would you be able to tell me what your office knows about these 
cases? 

Mr. Lunp. Yes, sir; I think we can go a step farther. If we have 
not misidentified those cases, I can give you the exact disposition, fees 
collected on those cases right now. 

Mr. Conpon. Well, I would like very much to see it because, as I 
say, the General Accounting Office report was strictly anonymous and 
said, “In an eastern State,” or “In a western State,” an official un- 
named, and certain things. If you have a specific report—is that 
based on consultation with the GAO, or how did you get your figures? 

Mr. Lunp. The GAO office permitted us to take specific notes 
and once, I think, in fairness to them, they would have let us receive 
a copy of their report; but, as I understand, the counsel hired for this 
committee felt that the information should not be given out prior to 
the time that the committee had had an opportunity to review it, 
and so only as we had individual cases or general information on those 
cases were we permitted by the GAO to go over and make notes 
which did assist us in many of the cases, but we have not gone through 
every case, 

We have recovered from the cases cited, on those that we already 
were at work, $52,000, and returned it to the Treasury. 

Does that answer your question? 

Mr. Connon. In other words, as near as you know, your office is 
acquainted with the specific facts in that list of cases that the ‘v refer 
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to on pages 6 to 14 of their printed report? I don’t happen to have 
one with me this morning. 

Mr. Lunp. I would think, generally, yes. Now, it is possible 
that we may have misidentified the situation. 

Mr. Krrvan. Mr. Congressman, if I may answer that question, 
our specific files with papers were available and have been available 
to the Federal Security Agency and to GSA at any time. GSA has 
sent people over to review them, and we are perfectly willing to make 
the files available. The report as such is a summary report, and I 
say again that the few illustrations used were merely illustrative 
rather than an attempt to spell out irregularities. 

As Mr. Lund pointed out, they now have 3,000 cases. I don’t 
think the committee wants a report containing 3,000 cases. 

The GAO report was made available to the committee. It has 
been the policy of the Comptroller General that when we do an in- 
vestigation for the committee, and the committee releases the informa- 
tion or the report to another agency, our files are available to that 
agency. 

Mr. Connon. My point is this. While you say those cases are 
illustrative that are contained in the 20 paragraphs, based on those 
illustrations some very broad conclusions were drawn by you in your 
report and, as an attorney, I know there is a lot of difference between 
reading a charge and learning the facts of the case, and I am very 
interested in getting the specific details that I have requested from 
your office; and when I get that, or at the same time, I would like 
to get from the FSA or the Department of Health, Education, and 
Welfare their record on what was done, if anything, on these specific 
illustrations. 

Mr. Kirvan. Right. 

Mr. Meaprer. Madam Chairman, may I have a word at this point? 

Mrs. Harpen. Yes. 

Mr. Mraper. I wasn’t present at the first session when this matter 
developed, but I have some rather strong feelings along the line of 
Mr. Lund’s statement that until a case is made which is the basis 
for either a public hearing of the committee with respect to misconduct 
of a specific individual or an indictment by the Department of Justice, 
there ought not to be spread in the public records material derogatory 
to individuals which is in the process of investigation and might 
be found to be without foundation. 

Now, I think it would be appropriate for the Department of Health, 
Education, and Welfare or the Justice Department to identify the 
three indictments which have been issued and made public. I think 
we should have in our record the names of those individuals who have 
been indicted for wrongdoing in connection with this program, and 
some information concerning the nature of the wrongdoing, and the 
same with respect to the actions brought by the States in the State 
courts for punishment of wrongdoing by individuals; but as to the 
3,000 cases of probable wrongdoing or the identification of these 
specific examples given in the General Accounting Office report, if 
they are simply in the mill, I think it would be inappropriate to 
bave them spread on the public record of this committee or to be 
made public by any member of the committee. 

Mr. Brooks. Mrs. Harden. 

Mrs. Harpen. Mr. Brooks. 
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Mr. Brooks. I feel sure, Mr. Meader, that Mr. Condon would not 
have intended to make them public. It was in order that we might 
evaluate the conclusions drawn by this committee report. He wanted 
to look into the facts upon which they were basing conclusions, and 
I feel the same way about these general accusations and charges. 

I have some information from Texas from our surplus organization 
which specifically refutes several of these charges by paragraphs, but 
there are some others that I don’t know about, that they are not 
familiar with in Texas, that we would like to know about before we 
subscribe to the general conclusions reached by this report. 

Mr. Muaper. I don’t care to comment on the propriety of the 
General Accounting Office using this anonymous method of illustra- 
tions of misconduct which they claim exist. It seems to be fortified 
by Mr. Lund’s statement this morning that these are not imaginary 
cases, although there may be some that would be shown to be defen- 
sible. I don’t think this committee can start trying all these law- 
suits to find out if there has been wrongdoing and, as I say, I don’t 
care to express opinion on the propriety of the General Accounting 
Office in giving these examples with general figures, and so on. | 
don’t know if they are cases which, if they all were sound, would 
support their general conclusion. It seems, at least, there has not 
been perfect handling of this donated surplus property, and Mr. 
Lund seems to confirm that. The fact that there are three indict- 
ments by the Federal courts and two by the States seems to indicate 
there is some basis for the charge of irregularities, which is the nature 
of the GAO report. 

Mr. Conpon. I don’t know if you were here when I made the 
request; I did not ask that this information from the GAO in this 
report become public record; as far as I am concerned it may be sub- 
mitted to Mrs. Harden in executive session. I merely want it for 
my own information, and I want the same information from Mr. 
Lund. So in looking at them, depending on what law they are 
under, there might not have been any improper action at all. 

The report says in one instance property was turned over to the 
local police departments, irrigation districts, and other organizations. 
That was under 152. That might have been a proper thing at that 
time under the program adopted by Congress at that time. It cer- 
tainly would not be supporting the broad ‘charge made in this report. 

That is all I want, what was available and what was done. 

Mr. Meraper. I think as far as complete information being made 
available to the committee, I think it should be. I think the com- 
mittee could be depended upon to receive things in executive session 
of a confidential character and not, perhaps, injure anyone by making 
them public. I was afraid that it might be a question of drawing 
out this very— 

Mr. Prrcuer. No, it was for his own personal use. 

Mr. Brooks. As a matter of fact, that was our original objection 
to making general charges, because it might hurt someone. One 
witness’ reason for not ‘listing them publicly was because he was 
afraid the charges would not sustain an indictment. 

Mr. Meaprr. Am I clear, Madam Chairman, that Mr. Lund or 
someone will supply us with a list of indictments for our record? 
I think that is appropriate. 

(The information requested follows :) 
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INFORMATION RE CRIMINAL ACTIONS 


In compliance with your request, we submit from our files the following informa- 
tion with respect to criminal actions which arose out of the unlawful use of surplus 
property. 

In a criminal action arising out of the wrongful distribution of surplus property 


in the State of Idaho, indictments were returned in the following cases: 
U.S. v. Harold A. Boyd 
U.S. vy. Silas King and Shell B. Simmons 
U.S. v. Abraham Greenband 
i. S. Vv John Howe ll Cooper 


Boyd entered a plea of guilty and was placed on probation for 2 years. King and 
Simmons entered a plea of nolo contendere and each was fined $5,000. Abraham 
Greenband was sentenced to 2 years and to pay a fine of $10,000. The 2-year 
sentence was later revoked but the fine was paid. John Howell Cooper pleaded 
guilty and was fined $1,000. 

Another case involving surplus property resulted in an indictment in the United 
States District Court for the Northern District of Indiana. The indictment 
was returned at the October 1952 term. Briefly, it charges: 

Count 1 charged Howard L. Pemberton and Charles Shepler with making a 
faise statement and misrepresentation to the War Assets Administration in 
stating that property to be obtained under an agreement with the War Assets 
Administration was for the sole use of a tax-supported institution and the defend- 
ants knew that it was not for the sole use of any such institution. 

Count 2 charged that Pemberton and Clayton Charles. Harrah conspired to 
defraud the Government by falsifying and concealing material facts to obtain 
surplus war materials from the War Assets Administration, and in furtherance 
of the conspiracy committed 8 overt acts which are listed in the indictment. 

This case has not been set for trial. 

Mr. Brooks. I think it certainly should be. 

Mr. Lunp. I will make it available. 

Mrs. Harpen. Are there other questions? 

Mr. Osmers. None. 

Mr. Connon. I have one further question. The figures of personal 
and real property given away you have already told us are acquisition 
figures, and in this $300,000 a month—is that what you said you are 
giving away in real property—are those acquisition figures also or fair 
value? 

Mr. Lunp. Acquisition. 

Mr. Conpon. So, except where you have specifically stated other- 
wise, all figures given are acquisition figures? 

Mr. Lunp. I am sorry, I didn’t quite get it. 

Mr. Connon. Except where stated otherwise, as in the case of the 
machine tools where it was fair value, except as stated otherwise, all 
figures you have given us have been acquisition figures? 

Mr. Lunn. That is correct. 

Mrs. Harpen. Thank you, Mr. Lund, for your very fine, sincere, 
interesting, and informative statement. 

Mr. Lunn. Thank you, and we will be very glad to make any infor- 
mation available, at any time, that we have. We feel we have a 
real problem, and we are delighted to have any help we can get. 

Mrs. Harpen. Thank you for coming. 

Pardon me, Mr. Ward has a question. 

Mr. Warp. If you are understaffed now with the volume you have, 
you would really be in a bad fix if this program should accelerate in 
the future? 

Mr. Lunp. Yes, and in answering this I may get into some disagree- 
ment with Mr. Farrell. My point of view is that we must be more 
selective in our property. The records now indicate that we have 
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improved materially. We do a first selection and then it goes to the 
States, and the States themselves are now becoming more selective. 

If | remember the figure correctly for a 6-month period, there were 
fifty-million-odd dollars’ worth of property made available, and the 
States accepted just a little over half, so the selective process is going 
on. We are taking now 5.6 percent of the total surplus that is being 
made available for health and education. 

Mr. Warp. Following up on Mrs. Harden’s question as to the au- 
thority of the Secretary to properly control and enforce this program, 
do you feel that you could set up standards of performance for the 
States to go by whereby you could deny them property if they do not 
meet those standards? 

Mr. Lunp. I would want to defer to the General Counsel on it. 
Let me say by administrative authority which I felt has been vested 
in me I have issued orders to withhold property in 2 States in the 
country already. 

Mr. Meraper. Could I say on this point of screening, Mr. Lund, 
were you present when I read that letter from Steadman, of Michigan? 

Mr. Lunp. Yes, sir. 

Mr. Meaper. You are inclined to agree with him, then, rather than 
Mr. Farrell? 

Mr. Lunp. I think there is not too big a difference in the meeting 
of minds, and I know the Michigan situation, and I would be happy to 
give you an explanation, if it is the pleasure of the committee to do so. 

What happened to Michigan was that they were in great need of a 
considerable quantity of desks, typewriters, and files. They placed 
an order for them. They were sent in trucks, by commercial van, 
and one error that was made there was that the rate under which 
they transported the stuff was a furniture rate rather than general 
freight, so they did pay more freight than they should have to cover 
that contract. 

It so happened that an error was made in the pickup of the equip- 
ment. The van loaders—and I think there were nine vans—picked 
up a quantity of this material that was no good and had been set 
aside and never was intended to go to Michigan. 

I have investigated that; I have been to the warehouse; I have gone 
through it with every man involved in the transaction. 

Michigan, in the total, if | remember correctly, has received through 
its universities and colleges as publie schools $25 million worth of 
surplus property, and this was just an honest mistake. That is your 
answer on that case. My guess is that it probably wouldn’t happen 
again in another 2 years—but it will happen again. It is just one of 
those things. 

Mr. Mraper. Thank you. 

Mr. Conpon. One other thing occurred to me that Mr. Ward’s 
question suggested, Is this program accelerating or decreasing in 
size, or going along fairly uniformly? 

Mr. Lunp. The volume of property is accelerating. The General 
Services people, I think, will bear me out in that. We are holding at 
a level, and my best judgment is that the States themselves will hold 
at a level and do a better selectivity, and they are also not making the 
total large lot assignment that took place before. 

It was not uncommon for a school to get, say, 500 ball-peen ham- 
mers. Well, that would be, maybe, a 5 or 6 year’s supply. They 
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are now allocating in relation to enrollment in vocational groups, 
and I have been in 28 of the States myself and I have talked with them, 
and I feel they are really making an honest effort to get the value out 
of this as the Congress intended. 

Mr. Meaper. I made a quick computation here, taking your 
monthly rate for real and personal property going through this pro- 
gram, and it would come up to somewhere around 64 million a year, 
and you say that is the acquisition value and you give about one-fifth 
of that for a rough estimate of its real value? 

Mr. Lunp. That is right. 

Mr. Meaper. So this, in a sense, means an aid to health institu- 
tions of something on the order of $12 million a year? 

Mr. Lunp. Yes; and I think it is fair to put this proviso in. The 
schools don’t operate the full 12 months, and they are usually down 
in the summer, and so the summer allocations are not generally as 
high; or in cold climates where you have transportation they may drop 
in an area, so that I think the figure of 4% to 6 million monthly pro- 
jected on a 10-month period would in general give you a very close 
figure. 

Mr. Conpon. Is that hospitals, too; are they included in there? 
It is not all schools? 

Mr. Lunp. The figure that I gave you in this chart that I quoted to 
the Congressman was education. 

Mr. Conpon. Schools, only; hospitals on top of that? 

Mr. Lunp. That is right. 

Mr. Convon. What is the ratio between schools and hospitals, 
roughly? 

Mr. Lunp. It is very small for hospitals. Let me check my records. 

Could I break that down and send it to you? I don’t want to trust 
an offhand opinion on it. 

(The information requested is as follows:) 

Surp.tus Prorerty DonaTep For HEALTH 

Due to the added expense of bookkeeping that will be required for separation 
of property as between educational and health purposes, we have not required 
the State agencies to furnish us with the actual breakdown between the two pur- 
poses; however, in conversation with the various State agencies and our regional 
office representatives, we have reached an estimate that 20 percent of the surplus 
property is donated for health purposes. 

Mr. Connon. That is all right. 

Mr. Lunn. Now, the figure I gave here to the gentleman from 
Michigan, 25 million, does represent the total allocation. 

Mr. Meaper. That is for both education and public-health pro- 
grams, according to this sheet. 

Mr. Lunn. That is what it is, then, but the proportion is much 
more to education than to health. 

Mrs. Harpen. Are there any further questions? If not, thank you, 
Mr. Lund. 

We have a statement from the Bureau of the Budget which I think 
should be placed in the record at this time. 

It is after 12 o’clock. Is it your pleasure that we recess, say, until 
2 o’clock or, because the House is in session and has some important 
legislation before it, would you care to continue? We have one more 
witness, Admiral Ring. 
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Mr. Meaprer. We might be able to complete it. 

Mrs. Harpen. I thought perhaps we could. What is the pleasure 
of the committee? 

Mr. Prucuer. I would rather go ahead. 

Mr. Osmers. I think we ought to go ahead, too. We may have 
to leave. 

Mrs. Harpen. I think so. 

There is a statement to be inserted in the record at this point by the 
Secretary of the Department of Health, Education, and Welfare. 

(Said letter is as follows:) 


DEPARTMENT OF Heattu, EpUCATION, AND WELFARE, 
Washington, D. C., April 22, 1953 
Hon. Cectn M. HarpeEn, 
Chairman, Intergovernmental Relations Subcommittee 
of the Committee on Government O pe rations, 
House of Representatives, Washington, D. C. 
Dear MapamM CHAIRMAN: My plan to be with you today has been changed as 
a result of a call to appear before the House Appropriations Subcommittee. While 
I have not in the past weeks been able, among the many ramifications of the pro- 
grams of the Department of Health, Education, and Welfare to become too 
familiar with the surplus property utilization program, I am greatly interested in 
it and would have wished to be able to participate in your consideration of it. 
You may be sure that it is my desire to see that everything possible is done to 
assure the effectiveness of this program. Already, 18 representatives of the 
National Association of State Agencies for Surplus Property have called on me 
and have presented their points of view. In general, it is their opinion that the 
program as currently operated, but under somewhat more stringent regulations, 
is of a great advantage to the health and educational institutions of the country. 
Since taking over my responsibilities, I have solicited the cooperation of the 
Governors and have asked that each State participating in this program operate 
under a specific State plan which requires a number of improvements in the area 
of general administration and accounting. This is to assure you that the problem 
will have my continued interest and review. The personnel concerned with the 
operation of the program have been asked to give your committee every possible 
cooperation. 
With regret that I cannot appear before you, I am, 
Sincerely yours, 
Oveta Cup Hospsy, Secretary. 


(At this point the chairman read a letter from the Director of the 
Bureau of the Budget.) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 21, 1958. 
Hon. Ceci M. Harpven, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mrs. HarpeEn: This is in reply to your letter of March 25, 1953, 
informing us that the Intergovernmental Relations Subcommittee plans hearings 
on the subject of the donable surplus property program whereby the Federal 
Government, pursuant to Public Law 152, as amended, donates excess property 
to the States for school and health purposes. 

This letter sets forth views of the Bureau of the Budget on the donable surplus 
property program and, in accordance with discussions between staff of your 
subcommittee and the Bureau, will serve in lieu of a Bureau witness at the April 
20 hearing. 

The legal basis for the donable surplus property program is contained in the 
Federal Property Act, as amended, Section 203 (j) of such act authorizes the 
Administrator of the General Services Administration to donate surplus personal 
property usable and necessary for educational or public health purposes as 
determined by the Federal Security Administrator (now Secretary of Health, 
Education and Welfare) who allocates such property for transfer by the Adminis- 
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trator of the General Services Administration to certain educational and health 
institutions either directly or through State departments of education or health. 

Section 203 (k) of the same act authorizes the Administrator of the General 
Services Administration to assign to the Secretary of Health, Education and 
Welfare for disposal to such entities surplus real property which has been recom- 
mended by the Secretary of Health, Education, and Welfare as being needed for 
public health or education. It further provides that the Secretary of Health, 
Education, and Welfare, in fixing the sale or lease value of such property, shall 
take into consideration any benefit which has accrued or may accrue to the 
United States for the use of such property by any eligible State or State institution. 

The administration of the donable surplus property program has been of concern 
to the Bureau for a considerable period of time. Last year the Bureau made a 
special review of the administration of this program. The review produced, in 
summary terms, the following findings: 

Budget limitations made difficult the efficient administration of the program 
and the protection of the Senne intere ts. These limitations con- 
ditioned, to some degree, the cap acity of the Federal Security Ageney to 
perform its functions in this fie td and led to conditions noted in other findings 
summarized below. 

Compliance procedures governing the use and disposal of surplus real 
property were not formalized or issued. 

No systematic method was formulated by which State agencies or institu- 
tions made known thei: requirements although the Federal Security Agency 
was responsible for determining need and use for surplus property donations. 

A spotcheck of 10 State agency operations revealed a general absence of 
accurate means for determining personal property needs of individual insti- 
tutions. However, a more satisfactory situation appeared to exist in relation 
to surplus real property. 

Little effort was exerted to determine compliance with provisions governing 
the conditions and purposes for which donated property was to be used. 
This implies a potential loss of revenue to the U1 ited States to whatever 
extent there was failure to recapture property not being used in accordance 
with the conditions of disposal 









The high level of property acquisition by the Armed Forces suggests that 
a considerable volume of surplus property will eventually be generated for 
disposal. It was a matter for concern that neither the Federal Security 
Agency nor the State agencies generally were organized, staffed or financed 
to cop e effectively with the current volume of surplus, much less any increase 
which might develop. 

A review of the appropriation history of the donable surplus property program 
shows that the amounts appropriated have been considerably less than the 
amounts recommended in the Budget as necessary to do an effective administrative 
job. The figures are as follows: 





Fiscal year Le vir A ppropriated 
1Q5 $144, 000 1 $144, 000 
195 358, 300 333, 300 
1952 . 9, 000 130, 000 
as, <i ca teacra Dete ade odie cinnk- dinates tpisee sctighce Sete nr doocadh Aa eciae aliaeain 165, 000 
1954 





1 In addition, $112,833 was expended from funds available to the Office of Education for this purpose. 


The Department of Health, Education, and Welfare states that the 1954 budget 
estimate of $255,000 is not sufficient to clean up problems in many old transfers 
made to educational institutions by the War Assets Administration and subse- 
quently assumed by the Department of Health, Education, and Welfare insofar 
as the monitoring of compliance with Federal requirements is concerned. 

It is the view of the Bureau of the Budget that continuation of a Federal policy 
granting favorable consideration to the needs of State educational and health 
programs in the disposition of the Government’s surplus property is desirable. 
This view of the Bureau of the Budget does not, however, include an endorsement 
of the donable surplus-property program as now operated or of existing legislative 
provisions governing such program. The Bureau believes that the donable 


surplus-property program as now prescribed by law is far from satisfactory and 
that remedial action is needed. 
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In this connection, the Bureau is studying two alternative proposals, either of 
which would tend to correct many of the existing deficiencies. These alternative 
proposals are as follows: 

1. Continue the present program by providing more funds for the Depart- 
ment of Health, Education, and Welfare to do a more thorough job in screen- 
ing and allocating excess property and for more effective compliance work. 
In order to minimize the demand for funds from the Federal Treasury, the 
Bureau is considering whether it would be wise to establish a Federal Govern- 
ment surcharge on State institutions for the property donated. The proceeds 
from the surcharge could defray, in whole or in part, the cost of administering 
the program. Amending legislation would be required to authorize such a 
surcharge. 

2. Amend existing legislation to provide: (a) For the sale of personal 
property to State educational and health institutions at a percentage of the 
Government’s acquisition cost or value; (b) for the leasing to such institutions 
of surplus real property having a national defense value subject to recapture 
during national emergency; and (c) for the sale of other surplus real property 
on the open market. Under this arrangement the property would be sold or 
leased by the owning agencies in accordance with policies established by the 
General Services Administration after that agency had circularized eligible 
ins titutions and located customers. There might be some additional expense 
incurred by the General Services Administration but the Government would 
get a return and the difficult functions of verifying need and checking com- 
pliance with Federal requirements would be eliminated 

Under either of the above arrangements some interim provision would probably 
need to be made to enable the States to participate in the program pending acticn 
by their legislatures to bring their statutory and budgetary situations in lire with 
the altered Federal program. For that purpose, a provision for transfer of prop= 
erty subject to later payment and transfer of title suggests itself. 

With the present volume or with an increasing volume of transactions of this 
pature the issue arises of adequate administration, supervision, and control of a 


large dollar amount of Federal asse om, widely dispersed. Any inadequacy provides 
opportunities for losses or malfeasance which could have serious and undesirable 
public consequences. But ade eeiiia protection will require substantial and 


probably increasing Federal costs. Therefore, it would seem most desirable to 
work out a program that would relieve the Government of both the cost of super- 
vision and the responsibility for insuring compliance, if there is any possible way 
to do SO 


The Bureau will be in position to propose a specific approach to this matter in 
the near future. Meanwhile we shall be ready, at your request, to assist the com- 
mittee in its studies in any way possible. 

Sincerely yours, 
JoserH Dopar, Director. 

Mr. Meaper. Mr. Lund, what is the cost of advertising this 
material in the States and how is that handled? 

Mr. Lunp. The States pay for all of that, except where there is 
any surplus that is developed that we ask the State to serve as our 
agent and sell off to the account of the Government; then your cost 
is the advertising; generally speaking, that is the only expense. The 
States cooperate with us and they handle all the other. They pay 
for their own paper when they circularize the States for surplus prop- 
erty, and all that type of thing. 

Mr. Meaper. I think you are answering a different point. 

Mr. Lunp. IJ am sorry. 

Mr. Meaper. I did not mean when the States want to sell prop- 
erty that you have donated to them. That is what you have an- 
swered; isn’t it? 

Mr. Lunn. Yes. Any that is in excess, not in use. 

Mr. Meraper. Yes. Now, what I am talking about is how do 
you get the information out to the States that such and such an item 
is available if they want to get it, and what is the cost of that adver- 
tising program? 
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Mr. Lunp. That figure I would have to give you. It is not very 
great. General Services Administration usually furnishes us with the 
list after they have screened Federal agencies, and we try to work, 
and generally do, from the lists that are made available to us, and so 
we have very small cost in connection with the duplication and the 
preparation of the lists. It would be unusual for us to take that list; 
the General Services Administration gives us the list of the surplus 
property and we try to work from that list. We in turn then give 
it to the Federal screener, who is a professional educator or health 
man. He attempts to weed out those items that he has been advised 
by the States are unusable, or includes those items that they say they 
want. Then that list is sent to the State and the State agency makes 
its own selection and handles it from that point on. 

Mr. Meraper. You deal with State agencies exclusively and do 
not circularize a hundred thousand schools and hospitals? 

Mr. Lunp. That is correct, on personal property, unless there is 
a problem case and we go in, in cooperation with the State. However, 
on realty transactions we also work through the State, but take the 
most of the initiative on our own on real property, and we go in and 
make the inspections. We try to inspect every property once a 
year; that is supposed to be our rule. We cannot do it. We haven’t 
either the travel money or the men. 

If I am out in the State on other business I will get a list when I 
go out of all installations of real property in that community; I will 
go out there evenings or Saturdays or Sundays when I am in that 
community and make the inspection, and we use other people to do 
the same. 

Mr. Meraprer. What I am trying?to get at in this question, Mr. 
Lund, is how much it costs the Federal Government to handle this 
donable surplus property program. The cost to your outfit of 
couple hundred thousand dollars is clearly direct cost? 

Mr. Lunp. Right. 

Mr. Mraprr. Now, | am trying to get all other costs. How much 
does it cost Uncle Sam to give this property away? That is what 
I am trying to get at, and if you have any figure on the total cost— 
I presume there are some additional costs on the Defense Depart- 
ment and the other agencies that have custody of this property, but 
I was also trying to get the cost of this distribution system and the 
selling program, if you use the word “selling’”’ broadly there. 

Mr. Lunp. I will be glad to include that in the record, if that is 
the pleasure of the subcommittee. I think we can give you the total 
figures this vear that we have spent and what has been done with it, 
and that would be on the statement I have here. That would be a 
summary statement. 

Mrs. Harpen. That would be fine. 

Mr. Lunp. I will be glad to 

Mrs. Harpen. Thank you. 

(The information requested is as follows:) 
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Heattu, EpvucatTion, AND WELFARE DEPARTMENT Costs FOR DISTRIBUTING 
SuRPLUs PROPERTY 


Of the $165,000 current appropriation it is estimated that approximately 
35 percent, or $57,750, is expended in connection with compliance activities, 
leaving $107,250 expended in the distribution of real and personal property to 
State agencies and institutions. In addition, it is estimated that $35,000 is 
expended in the form of assistance by the Office of the General Counsel and by 
review work of the top staff of the Department. 

From the above it is therefore estimated that this Department will expend 
during the fiscal year 1953 $143,250 in the distribution of surplus property. 


Mrs. Harpen. We are pleased to have with us Rear Adm. Morton 
L.. Ring, representing the Secretary of Defense. 

We have your prepared statement, Admiral Ring, which will be 
placed in the record. 

(The prepared statement is as follows:) 


STATEMENT OF REAR ApM. Morton L. Rina 


Gentlemen, my name is Morton L. Ring, Rear Admiral, USN (retired), Vice 
Chairman for Supply Management of the Munitions Board, and I am privileged 
to testify at this hearing as the military representative of the Department of 
Defense. 

The Department of Defense has from time to time machine tools and other 
equipment which is excess to its needs. Under seetion 203, Public Law 152, 
8lst Congress, as amended, and under regulations of the Administrator of Gen- 
eral Services, such equipment may be made available to educational institutions 
for use in training. The Department of Defense favors the use of surplus equip- 
ment by educational institutions as a means of increasing the skill level of indus- 
try and, particularly, in the development of certain skills which may be of im- 
mediate or specific value to the Department of Defense. 

There are two conditions under which the Department of Defense makes 
donations of excess property to educational institutions. The first involves 
the direct loan or donation to educational institutions of special interest to the 
Department of Defense, such as military academies and those which have training 
programs, specifically geared to military projects. Requests from such educa- 
tional institutions are forwarded through military channels. The Secretary of 
Defense has established a list of educational institutions to which excess equip- 
ment may be donated. This list is changed from time to time on the recommenda- 
tion of military departments. The other plan for donating involves the De- 
partment of Health, Education, and Welfare which allocates surplus property 
which is suitable for health and educational utilization to State agencies. GSA 
approves this allocation and the State agencies subsequently distribute to 
individual institutions. 

The Department of Defense and GSA have little, if any, responsibility for the 
utilization of property donated under this particular plan. The Department 
of Defense has no vested right to recall property donated to any educational 
institution but it may request recall of property which is not being used, provided 
Department of Defense need arises and title to the property has not passed to 
the donee in the interim. 

In reviewing the systems for donation of excess property to educational in- 
stitutions under both plans it appears that the interests of the Department of 
Defense are well served provided the equipment is useful to the educational 
institutions in their training programs and is so employed. 


Mrs. Harpen. We have asked the representatives here to tell the 
working of the donable property program from the point of view of 
all interested segments of the program, the owning agencies, the screen- 
ing agencies, monitoring agencies, and the recipients. 

Will you please take the oath. 

Do you solemnly swear the testimony which you shall give in this 
hearing will be the truth, the whole truth, and nething but the truth, 
so help you God? 

Admiral Riva. I do. 
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TESTIMONY OF REAR ADM. MORTON L. RING, VICE CHAIRMAN 
FOR SUPPLY MANAGEMENT OF THE MUNITIONS BOARD 


Mrs. Harpen. Admiral Ring, is the program working well from 
the Department of Defense point of view? 

Admiral Rina. Yes, Mrs. Harden; it is working, I think, very well. 
Prior to the passage of Public Law 152 and the General Services entry 
into the picture, the donation program was somewhat confused, but I 
feel that under GSA regulations, because the Department of Defense 
and the military departments, of course, are bound by GSA regula- 
tions in this field, I think the program has been tremendously improved 
since then. 

I speak now for the Office of the Secretary of Defense rather than 
any one department. The military departments have a rather 
serious problem confronting them as to whether or not, in support of 
what we consider a very desirable program of increasing the level of 
skills of young people in the country, we should let the property go 
for this purpose or whether we should undertake what might be con- 
sidered a more businesslike program of advertising the material for 
sale to the highest bidder and extracting, possibly, a greater dollar 
return. However, if there is established a truly tight program where- 
under the material that goes out after screening within the Depart- 
ment of Defense, after screening by GSA for other Federal Government 
use, if material and equipment is allocated through proper channels 
to the State educational institutions and if the material is truly used 
for an educational purpose, the Secretary of Defense supports such use. 
It is not our responsibility, but we have a very definite interest in the 
use of the material. It is not our statutory responsibility to get into 
the argument as to whether it should go to college A or university 
B in the same State, each of which wants a particular type of equip- 
ment, that is somebody else’s job; but the Secretary of Defense does 
support the dedication of material of this kind to increasing the skill 
level of young people throughout the country. 

It is most valuable not only from the point of view of making young 
people capable of engaging in work in war plants, but from the point 
of view of the tremendous demand in the military for much higher 
technical skills in the military departments themselves. 

Our mechanization requires a much more highly trained enlisted 
man and commissioned officer in the technical skills than was true a 
few vears ago. 

We think the program is a worthy one. 

Mrs. HarpEen. Does the excess property move fast enough to suit 
the holding services? 

Admiral Rinc. No, ma’am. Excess property does not move fast 
enough either to suit the holding services or to unblock warehouses 
that are now storing this 1 1aterial at considerable expense. The 
Army, the Navy, and the Air Force are currently leasing a tremendous 
amount of commercial warehouse space. Some of them are even still 
trying to secure authorization and appropriation for the construction 
of more warehouses. 

As we speed up the disposal process and clear military warehouses 
of this material we will be able to get out of the business of renting 
commercial warehouse space and, of course, will be able to give proper 
storage to some of the highly complicated technical equipment that 
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is coming in. We do need to speed up the whole disposal process by 
every way possible. 

Mrs. Harpen. What time elapses in the screening process? 

Admiral Rine. I don’t have the average figure, Mrs. Harden. 
Are you speaking now of the screening process in connection with the 
donation program to which this hearing is addressed? 

Mrs. Harpen. Yes, sir. 

Admiral Rivne. | am restricting myself to personal property. May 
I ask your permission to get you an accurate statement of that figure? 
I do not have it with me. 

Mr. Meaper. On that point, Admiral Ring, might we start from 
the point where it is declared excess to an installation and screened 
within, first, the service, and then the Department of Defense, and 
then the other Government agencies; and then, if you know, from the 
time it is made available through the Department of Health, Educa- 
tion, and Welfare until it is actually picked up by the donee institu- 
tion in the State. 

[ mean I would like to have the total broken down by days or months 
or years, perhaps, in each of its stages if there is any way of taking 
either a typical case and following it through, or if you do have some 
average figures worked out. 

I imagine there is quite a variance. Perhaps we would want the 
speediest cycle and the longest. 

Admiral Rina. I will start, Mr. Meader, with the time a surplus 
declaration was prepared by the holding agency and wind up with 
time that it was actually picked up and cleared out of military custody. 

Mr. Meaper. That is all right. 

Mrs. Harpen. The Department of Defense has a screening unit in 
the Pentagon, does it not? 

Admiral Rive. No, it is physically located in the Bureau of Supply 
and Accounts of the Navy Department, and is known as the Surplus 
Materials Division of the Bureau of Supplies and Accounts. It acts 
as the screening agency for the Armed Forces. It is not located in 
the Pentagon; it is located in the old Navy Building. 

Mrs. Harpen. How many people are in it? 

Admiral Rina. I will have to get you the information on the staffing 
of that. It is headed by Commander Barnett, but I would prefer to 
get accurate information. I will furnish that to the committee. 

(See appendix, exhibit 8, p. 222.) 

Mrs. Harpen. Do you know how it works? 

Admiral Rina. I do, yes, ma’am. The screening of property, under 
a directive approved by the Defense Department on the 24th of March 
this year, divides property into two categories, the first a category of 
high potential value, known as P type property; the second a category 
of low potential value known as Q, or questionable type property. 

Ve have established by agreement with the General Services 
Administration a rather effective way of clearmg out the Q type 
property. In the Department of the Army, for instance, which 
divides the United States into six Army areas, the original screening 
of all Q type property is handled concurrently with the reporting to 
the Surplus Materials Division of that property. In the Sixth Army 
area, the holder of that property would cirecularize all other Army 
installations in the area at the same time that he was sending his 
listing of the material to the Surplus Materials Division, which 








106 


DONABLE SURPLUS PROPERTY PROGRAM 





circularizes other military installations of the Navy and the Army 
and the Air Force for that property. 

On P type property, however, each military department has set up 
a control point by categories of material. This is material of much 
greater initial acquisition cost, material that is much more difficult to 
make and much more important to the military requirements. There 
the original agency, before it sends anything to the Surplus Materials 
Division in the way of an excess report, sends a listing of that material 
to the Army, the Navy, or the Air Force control point, and there, if 
necessary, they can get worldwide screening. 

The material of the P category then comes to the Surplus Materials 
Division and is cross-screened, if it is Navy property, to the Air Force 
and to the Army. Then the Surplus Materials Division reports the 
property to the General Services Administration. 

General Services has the job of determining what, if any, Federal 
Government agency has use for this material. 

In my opinion, the screening process of circularizing all Federal 
Government departments takes too long. There is no set time limit 
within which the General Services Administration must complete its 
screening activity. It is my feeling that either by agreement between 
the Department of Defense and the General Services Administration, 
or if General Services does not have the statutory authority, then by 
law, we ought to establish a definite time period within which the 
General Services Administration must complete its screening or the 
holding activity, owning and holding activity, should be authorized 
to dispose of the material by sale. 

1 think that that would be one of the greatest forward steps that 
we could take in, one, expediting the screening process and, two, 
clearing the military warehouses of property which it is cesting the 
taxpayers money to continue to store and for which no need exists. 

That is my biggest single objection. 

Mrs. Harpren. Have you suggested that to the GSA? 

Admiral Rinc. I have suggested it to the GSA. Mr. Russell 
Forbes’ staff and my staff are currently engaged in conversations as 
to what means we can find for speeding up the whole screening process 
in the Federal Government. 

I have got this feeling, Mrs. Harden, and I hope the committee will 
accept it. Your surplus property disposal problem can be brought 
about by a number of different causes. First, it can be brought 
about by overbuying. If somebody has bought more than he needs, 
obviously, he is going to have something to dispose of. That is bad 
buying. It is bad inventory control and it is a bad number of things. 

The second and most important cause right now, particularly in 
the field of highly technical, complicated military equipment, is obso- 
lescence, and that is something that we have to blame the engineers 
for, I guess, when they develop a new piece of equipment which does 
not use the spare parts bought earlier. 

Third, you have your vast and tremendous problem of surplus dis- 
posal made necessary in the reduction of the size of the Armed Forces, 
such as at the end of a war. 

Those three things generate surplus. The screening process, I 
think, is absolutely essential if the military departments are going to 
avoid buying and selling the same item at the same time. I think 
that is one of the reasons that the Congress passed Public Law 152, 
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to get proper and sound property utilization methods and the preven- 
tion of just exactly that thing. You are not going to prevent buying 
and selling at the same time unless you go through some sort of a 
screening process because you have got to find out, does somebody 
need it now? Surely, we can retain the stuff in the military ware- 
houses against the day when either we might go to war again and might 
use it, or where somebody might develop the need for it, but your 
screening process simply enables you to determine whether or not at 
this time or in the immediately foreseeable future some Federal Gov- 
ernment agency has got a need for it. 

I think, then, that we need to retain in the Department of Defense 
a central screening unit, and I think that GSA needs to retain its 
screening authority. 

1 think that we can handle those screening units, and I will furnish 
you the figure of how many people are employed in military screening 
agency. I think we can handle it with a fairly stable employment if 
we can adapt ourselves to the economies of the time that confronts us. 

In other words, at the start of Korea, nobody knew, whether that 
was going to be a police action or the start of World War III, conse- 
quently, your emphasis would require retaining for immediate needs 
rather than disposal. 

On the contrary, immediately upon the conclusion of World War I], 
and under demobilization your whole emphasis is to get rid of the 
materiel as fast as possible. 

By shifting the criteria for retention and disposal of this P and Q 
property and saying, “At this time we will do a more thorough screen- 
ing job or set the limts so that more material will be given worldwide 
screening,’ that would increase the retention cycle. On the other 
hand, if the emphasis were on demobilization and getting rid of it, 
you get much less material into the screening process by the establish- 
ment of the proper criteria. 

I think we have in this Surplus Materials Division of the Navy De- 
partment a very effective screening unit which is adapting itself by 
its methods of operation to a thoughtful and effective protection of 
the Government’s interest. I think they are doing a pretty good job. 

Mrs. Harpen. Thank you. What are the estimates of excess for 
the next year by the Air Fore e, Army, Navy, and Marine Corps? 


hénirel mine’ I will have to furnish you those figures, Mrs. Harden. 

Mrs. Harpen. Do you also furnish that information to the General 
Services Administration? 

Admiral Rina. Yes, we do. 

Mrs. Harpen. Because it seems to me that the General Services 
Administration could not do a good job unless they have some idea 
concerning the volume that they may have to work with. 

Admiral Rina. As a matter of fact—no, I do not have the figure, 
but I do have here a reference to a transmission of the figure to the 
General Services Administration. That information is furnished 
them, and I will furnish it to the committee. I am sorry I do not 
have it. 

(See Mr. Winckler’s statement, pp. 150-151.) 

Mrs. Harpren. Do you have any questions, Mr. Meader? 

Mr. Meaper. Yes. I was interested in this first statement in the 
third re of your prepared statement, the direct loan or dona- 

33459—53——8 
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tion to educational institutions of special interest to the Department 
of Defense. 

Could you give some figures on what value of properties are involved 
in that program? 

Admiral Rivne. Mr. Meader, I will have to get you the value of 
property on direct loan. I will furnish you that information. 

(See appendix, exhibit 9, p. 224.) 

Mr. Mraper. Now, that relates, as I get your statement, only 
to—you use the words “excess property.”’ You are not now referring 
to surplus property? 

Admiral Rive. That is excess property prior to its having become 
surplus. The Department of Defense has that permission and it is 
material that GSA or Mr. Lund or any of the educational people 
would never even hear about. We do have that permission, sir. 

Mr. Meaper. In other words, it is only where it is excess to the 
needs within the Department of Defense? 

Admiral Rivne. Within the DOD, but not surplus to the Federal 
Government needs. 

Mr. Meraper. But excess relates only to the level of the Department 
of Defense? 

Admiral Rina. Correct. 

Mr. Mraper. It is not excess to the needs of other Federal agencies? 

Admiral Rina. No, that is correct, sir. 

Mr. Meaper. In other words, in this direct donation program 
you deal directly with educational institutions prior to giving the other 
agencies and the Federal Government outside of defense a shot at the 
material? 

Admiral Rinc. They do not have a chance at that class of material. 

Mr. Meaper. Now, you said educational institutions. Are you 
thereby intentionally excluding health institutions or hospitals? 

Admiral Rina. This is restricted to educational institutions, Mr. 
Meader. It is not connected with public healt! . 

Mr. Meaper. And this again is a distinct program from any lending 
of machine tools or other equipment owned by the Department of 
Defense in connection with research programs engaged in under 
contract? 

Admiral Rina. That would be entirely separate because that 
material would remain as property furnished under the contract. 

Mr. Meapver. Yes, completely separate? 

Admiral Ringe. Completely separate; yes, sir. 

Mr. Meaper. I don’t think I was aware that there was such a 
program until your statement here, and I would like to know about 
the size of it. 

Admiral Rina. If the committee would like to know not only the 
value of the property loaned to institutions but would like a brief 
statement regarding the background, I will be happy to furnish that 
to you. 

Mrs. Harpen. The committee would be happy to have that, I am 
sure. 

Mr. Mraper. Now, you say loan or donation. Now, is it just a 
loan, or is it a donation? 

Admiral Rina. It can be either, sir. 
Mr. Meaper. And if so, does it come under Public Law 152 at all? 
Admiral Ringe. No, sir. 
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Mr. Meaprer. Under what authority can you do this? 

Admiral Rine. I will have to give you—unfortunately, my lawyer 
is not with me, sir. There is a statute that permits the Secretary of 
Defense, to donate or lend to certain military academies, or to schools 
having ROTC programs, military equipment which would be impos- 
sible for them to get. 

I will have to get you the statutory authority for that, sir; I do not 
have that. 

Mr. Meaper. I would be interested to know some of the donations 
that have been made so we can see the type of property that is 


included in the program. 
Admiral Riis I ‘will give you, sir, not only the statutory back- 
ground and history of this program, but over the period of 2 years 


the value of property either directly loaned or donated, a to what 
institutions. 

(See appendix, exhibit 9, p. 224.) 

Mrs. Harpen. Mr. Brooks, do you have any questions? 

Mr. Brooks. This may be a rash question, but as a result of your 
screening, what percentage of the property sent out and listed for 
screening is actually determined to be of some use to either other 
services or other Government agencies? Do you have a rough figure 
on that? 

Admiral Rina. I do not have a rough figure, Mr. Brooks, but I can 
get it for you. What happens, as a result of the screening process? 

(See appendix, exhibit 8, p. 223.) 

Mr. Brooks. Yes, sir; 50 percent of it has been declared excess; 
as you declare it surplus, does it become available to 

Admiral Rina. It is available, and I will be happy to furnish it. 

One thing that touches a little bit on Mr. Brooks’ question which 
I have not mentioned either in my prepared statement or in my addi- 
tion to that is the fact that we have permission to dispose directly, 
items of low value; | think the figure currently is a line item of less 
than $100. A line item means whatever number of the same thing 
would go on a list at the same time. We are the only agency that is 
permitted to dispose of material of that category directly 

I am currently having the Surplus Materials Division run which | 
think will be a fairly accurate study into the cost of screening of an 
item. I think I am going to come up with recommendations to the 
General Services Administration that the taxpayers will save money 
by raising the dollar value of materials that can be disposed of directly 
because | think I may be able to show them, although I am not sure 
yet, that we are spending more money to screen some materiel than 
we are recovering by sale. I cannot go to the GSA until completion 
of that study, but that study is being made right now. Obviously, 
we are silly to spend more money in screening than we recover from 
the screening process. 

Mr. Brooks. That is the basis of that question. 

Admiral Rine. We are working on it and will get you some informa- 
tion. 

Mrs. Harpen. Mr. Pilcher, do you have some questions? 

Mr. Pincuer. Admiral, I notice in some reports that when the Army 
Transport Service disbanded or went out, or whatever it was, they 
had on hand about 50 million feet of sisal rope of all sizes, and about a 
million and a half feet of wire rope that could have been turned over 
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to the Navy, to start with, as I understand it, and later it has been 
turned over to the GSA. 

Sisal material is what, around 80 percent as strong or as good as 
hemp? 

Admiral Rina. Mr. Pilcher, it depends upon how old the rope is. 
Conceivably, if it is old enough, it is worth practically nothing. Your 
best. cordage, of course, is made from abaca or Philippine fiber, and 
the sisal, as they call it, is, | would say, 75 to 80 percent as good. 

The only trouble is that sisal fiber does not stand up under salt 
water as well as the Manila fiber will. 

Mr. Pitcner. Who made the mistake? Did the Army Transport 
Service just make, as you said a while ago, some bad buying when 
they bought that amount? 

Admiral Ringe. Mr. Pilcher, without attempting to confirm that 
there is 50 million feet or anything, if that is the correet——— 

Mr. Pitcner. That was the actual record. 

Admiral Rina. If that is a correct figure it seems to me that some- 
body made a very bad buy. However, at one time, for many years 
the Army ran its own transport service. About 2 years ago the 
Army Transport Service was abandoned and the Navy was given 
the responsibility under what is known as the Military Sea Transport 
Service of running the Army transports. I am sure that the Army 
Transportation Corps offered all the material that it had on hand 
for the use of the Navy. I hope that the Navy has made use of 
every pound of material that was so offered and could be used. If 
there remains, after screening by the Navy of what they can use, 
something like 50 million feet of sisal fiber then the only conclusion 
I can reach is that somebody did a tremendous amount of overbuying. 

Mr. Piucuer. I notice there is over a million and a half feet of 
wire Lope. 

Admiral Ringe. Wire rope should continue to be useful. 

M1. Pincuer. There is a million and a half feet, as 1 understand it, 
from this report, and it has been turned over to GSA. I cannot get 
that much good wire rope as being surplus in any branch of the 
Government, and I merely wanted to know—— 

Admiral Rivne. If it has been turned over to GSA, do you know 
whether it is in the process of screening for use by other Government 
agencies or is it really surplus and GSA is trying to sell it? 

Mr. Pitcuer. It has been turned over, as I understand it, by the 
Navy (SMD) to GSA. 

Admiral Ringe. That would be in the Department of Defense. I 
do not know whether screening for possible use by all Federal agencies 
has yet been had, and whether it will be surplus to the whole Federal 
Government. I am not aware of the incident, sir. 

Mr. Mraper. Do you have any more questions? 

Mr. Pitcuer. No. I am not familiar enough with it. I was just 
checking on this stuff as a rookie, and just as a businessman I cannot 
understand why a million and a half feet, whether it belongs to the 
Army or the Navy or GSA, couldn’t be used by the Federal Govern- 
ment somewhere. I can understand if there is 50 million feet of sisal 
rope and it is laying in the warehouse or is deteriorated, I can under- 
stand why it might be no good, but a million and a half feet of wire 
rope 
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Admiral Rinc. May I try, Mr. Pilcher, and I will make an effort 
to do it, to run that particular item down and let you know where 
the rope is, who has screened it, or whether it is still being screened, 
and what its status is? I will furnish that information to the 
committee. 

Mr. Conpon. Why not let the admiral have the document and run 
every item down? 

Mr. Pitcuer. It belongs to the committee. It might be a big job. 

Admiral Rina. Could I ask, Mr. Pilcher, that you give me a few 
items and let me run those down? 

Mr. Pitcuer. Let hirn see it. 

Mr. Connon. For the record, maybe you had better identify it. 

Mr. Warp. There are 2 lists of rope, 1 at Marietta, Pa., and 
the other at Sharp, Calif., but they are all different sizes of sisal and 
wire rope; it is all sisal and wire rope. 

Mr. Pitcuer. Is that right? 

Mr. Warp. And it is the understanding we have that it was 
declared by the Transportation Corps that it cleared the SMD and 
then was declared to GSA. 

Admiral Rinc. Has GSA completed its action of screening? 

Mr. Meaper. Mr. Winckler, could you supply some information 
on this at this point? 

Mr. Winckuer. | don’t know the details offhand. I would like 
to know from Admiral Ring and his staff whether it has been turned 
over to our regional offices, and the date and declaration number, 
so we can run it down. 

Admiral Ringe. Mr. Winckler, you are asking me questions I cannot 
answer. I will get the information for you, which I will do. 

May I ask this, I will get full information in conjunction with 
GSA’s disposal activity and 

Mr. Connon. If it is going to be too tremendous a job, just take 
some samplings, if it would be too tremendous a job to run down 
every item. Just take samplings. 

Admiral Rina. I will get together with Mr. Winckler and furnish 
a report to the committee. 

Mr. Meaper: May I ask a question of Admiral Ring? 

Mrs. Harpen. Mr. Meader. 

Mr. Meaper. I have been trying to get at the cost to the Federal 
Government of handling this donable- property program. I have 
asked Mr. Lund to give some figures on the costs of the Department 
of Health, Education, and Welfare. I would like to know something 
about what it costs the Defense Department, or other Government 
agencies as far as that is concerned, but I don’t suppose you would 
know about them. What does it cost the Defense Department to 
do whatever it has to do with respect to this donable surplus property 
program? 

Admiral Rive. I will furnish that to you. 

(See appendix, exhibit 8, p. 223.) 

Mr. Meraper. I assume you Cull have separate costs for the 
direct donation or loan program? 

Admiral Rina. Yes. 

Mr. Meaper.-I don’t know whether you could do it, but perhaps 
there should be included in that cost an estimate of the storage cost 
while this screening process is going on. In other words, if surplus 
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property is held in the warehouse for 2 extra months more than it 
would be held if we just threw it on the market and got rid of it as 
quickly as possible, that extra storage time might add up to a sub- 
stantial money cost. I know you must have an estimate of cost per 
square foot to store —e- 

Admiral Rina. Yes, si 

Mr. Meader. If there is some way of coming up with an estimate 
of what that storage cost is during this extra period of delay for cir- 
cularizing state institutions, and whatnot, until they actually take 
it off of the Government’s hands, that is a proper charge, I would say, 
against this donable surplus property program. 

Admiral Rina. I think it is, sir. 

Mrs. Harpen. Are there any further questions? 

Mr. Connon. I have a couple, Madam Chairman 

Mrs. Harpen. Mr. Condon. 

Mr. Conpon. From the testimony so far ,one of the things that 
bothers me and other members of this committee is the fact that 
apparently a lot of stuff that is pretty standard sort of material and 
property is being distributed out as donable surplus property, such as 
valve fittings and pipe fittings that are probably standard thickness, 
and so forth, and even such things as automobiles. I don’t see how 
an automobile could ever become surplus. 

| don’t know enough about Government procurement policies, 
but I know the average citizen, when he has an old car, turns it in 
and gets credit toward the new one, but we have had illustrations 
where the District of Columbia has received 22 or 23 vehicles. Ap- 
parently they are not going to get any more automobiles, but | 
don’t see how anything of that sort that has a value such as an auto- 
mobile could ever become surplus 

Admiral Ring. I am not sure of the statute. Mr. Winckler can 
correct me, but I think under section 201 (c) of Public Law 152 we 
have the right to exchange in connection with the purchase of new 
equipment certain types of material. I do not believe that that 
authority extends to all property; I think it is restricted to certain 
types of property. I know we can, for instance, in connection with 
typewriters; I think we can in connection with automobiles. 

Could I ask Mr. Winckler to deny or confirm that statement? 

(Sec. 201 (c) of Pubic Law 152, 8ist Cong., reads as follows:) 

Sec. 201. (ce) In acquiring personal property, any executive agency, under 
regulations to be prescribed by the Administrator, may exchange or sell similar 
items and may apply the exchange allowance or proceeds of sale in such cases 
in whole or in part payment for the property acquired: Provided, That any trans- 
action carried out under the authority of this subsection shall be evidenced in 
writing. 

Mr. Connon. Maybe these questions should be put to Mr. Winck- 
ler because that seems to be the key point; it comes from somewhere 
else and goes there. 

Mrs. Harpren. May I say that Mr. Winckler is going to testify, 
perhaps tomorrow or the first of the week, whenever the committee 
decides upon. 

Mr. Conpon. Could I get the general statement from the admiral 
as to what the Department of Defense considers is standard, such as 
Camel cigarettes, hardware, plumbing, nails, and things that are of 
standard specifications, and yet somehow they get declared surplus 
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and get into the various State schools and at the same time, pre- 
sumably, we are buying those things? 

Admiral Rinc. The | question that you raise there goes back to the 
prevention of buying and selling the same item at the same time. If 
anybody is declaring tenpenny nails surplus and buying them at the 
same time, that is wrong. However, as to the use of those nails or 
the use of ball-peen hammers that a previous witness mentioned, it 
might be good for a vocational trade school to have some hammers 
and have some nails. They are standard. 

Now, the question of judgment as to whether those things were 
surplus in the first place is a very serious question and a very proper 
question for the Congress to ask, because if we are buying ball-peen 
hammers and giving ball-peen hammers away at the same time we 
are not doing a smart job of controlling our property. 

Mr. Conpvon. That is my general conclusion, too, and yet appar- 
ently—I mean I haven’t seen any definite proof of this yet—but 
apparently some of the stuff that is being given away is currently 
being purchased by the Government, and I don’t see in this program 
that it means that someone is improperly screening something that is 
surplus, and the job of that is with your agency and the other agencies, 
in the first instance, and with the GSA in the second. 

You can’t blame the schools or State people from accepting it. I 
mean they all take whatever comes along and they have no responsi- 
bility for having stuff moved that far, so the responsibility is up the 
ladder. 

Admiral Rivne. The responsibility in the first instance is with the 
department owning the property; in the second instance with the 
DOD central screening agency, and in the third instance with the 
GSA. In screening all Federal Government property the responsi- 
bility lies in one of those areas 

Mr. Conpon. That is right, and I don’t think the Department 
of Health and Welfare has any particular responsibility because by 
the time it gets over to them it should have been screened by experts, 
so don’t pin it on them. 

Admiral Rina. If I might say this, I think there is a nice and clear 
line of demarcation as to responsibility. Somewhere in the three 
agencies that I just mentioned lies the responsibility for either keeping 
the material or declaring it as excess. By the same token, I think 
that the responsibility for the decision as to what material goes to 
what school in what school districts is completely with the Secretary 
of Health, Education and Welfare, and does not lie with the Depart- 
ment of Defense. 

Mr. Connon. That is right. 

Mr. Meaper. If I might make an observation, I share concern 
with Mr. Pilcher about these things, but I know the Bonner committee 
in the last Congress spent a great deal of time in so-called supply 
management. It is a terrific field. I think there is room for tremen- 
dous improvement in better procurement and control of inventories, 
and so on, but I don’t think that is the problem, we are concerned 
with in this committee where we start more or less with surplus 
property and are looking into the program by which it is donated 
to local governmental units. Interesting as the subject may be, I 
am afraid if we start going into the creation of surpluses we will be in 
an endless proposition and our study will get into the field of military 
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operations. It is a subject that should be explored, but I wonder 
if we have the authority to go into that as well as the other end of the 
donation of the property once it is declared surplus. 

Admiral Ringe. May I make this statement, that if it hadn’t been 
for the fact that Mr. Riehlman called off his hearing yesterday morn- 
ing I would have been discussing this precise subject with his com- 
mittee. My understanding was that your committee desired to 
explore the donation of the property and aid to education, and that is 
the reason for my very brief statement because I feel very strongly 
that while we support the donation program in giving something to the 
schools to increase the level of skills, it is not our responsibility, 
basically, to determine how that program is administered. We hope 
it is administered to the end that the level of skills is increased, but it 
is somebody else’s function in this case. 

Mr. Meaper. I might mention some instances of surplus property 
declarations where it seemed to me that the only reason the Army or 
the Navy let loose of something—and I always had a feeling they were 
a little squirrellike in their tendency to keep possession of their prop- 
erty once they get it—is because they need the space for something 
else. 

We found out in Louisville that they were storing saddles from the 
Spanish-American War, taking them out every 2 or 3 vears and clean- 
ing them and oiling them. 

They had old horse-drawn wagons from the First World War and 
the only reason they got rid of them in World War II after spending 
millions of dollars in storage and going over them every 2 or 3 years 
with WPA labor, the only reason they got rid of them was because 
they needed the space for something they were buying then. 

| hesitate to make any broad condemnation of the Army and Navy 
and Air Force procurement methods, but it is such a big business 
that we ought to go into it thoroughly or not to go into it at all. 
[ hesitate to just plunge in and compete with Walter Riehlman’s 
committee. 

Mrs. Harpen. The chairman is endeavoring to stay within the 
jurisdiction of our own committee and has no desire to infringe upon 
either Mr. Riehlman’s or any one else’s field. 

Mr. Prtcuer. How are you going to find out unless you investigate 
them, especially a rookie. How are you going to find out what is 
going on? 

I want to ask one more question about the rope deal. Have you 
any idea how much rope the Navy makes at its plant in Boston 
annually? 

Admiral Rina. I do not know. 

Mr. Connon. Enough to hang us all probably. 

Mr. Pitcuer. What percentage of rope do you make as to what 
you use? 

Admiral Rive. Might I obtain that information? I don’t know. 
(See appendix, exhibit 8, p. 224.) 

Mr. Piucuer. I have heard that it is one-third, that you made one- 
third and bought two-thirds. 

Admiral Rina. The Navy has the one rope plant at Boston, Mass., 
Navy Yard. We buy a lot of rope and make a lot, but I don’t know 
the exact percentages. 
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Mrs. Harpen. Do you have any question, Mr. Ward? 

Mr. Warp. Taking a look at the donable program and the work 
of the agencies involved in the program, I do not believe it is possible 
to get a proper sight of the program without knowing something of 
the extent of declarations that are going to go to these agencies. 
I thought that was understood. I had asked Colonel Hardin to 
convey to Admiral Ring that we would like to know what might be 
expected because it is impossible for Mr. Lund or Mr. Winkler or any 
of the others to have a good program without knowing what to expect 
I don’t know if you got that message. 

Admiral Rina. | probably got it and there was probably a failure 
to understand what was wanted. 

Mr. Warp. Can you give it now because if it comes in later it 
isn’t of the same value as it would be right now. Have you any 
idea whether that program will be $2 billion in the next year or $3 
billion or some other figure? 

Admiral Ringe. I do not have any information of sufficient accuracy 
to furnish to the committee. I can go to the telephone and try to 
obtain it now if the committee desires or I can furnish it to you. I 
much prefer to answer a direct question in such a way as to give you 
accurate information and I cannot give it to you off the cuff. IT am 
SOITy. 

Mr. Warp. It is our understanding that it will be greatly 
accelerated. 

Admiral Rina. My present guess is that because of the fact that 
military warehouses are pretty well jammed up, that the level of 
declaration is on the increase. I think it is on the increase. I think 
Mr. Lund feels the same way, but I regret that I cannot give any of 
the accurate information you desire. 

Mr. Warp. Do you think you will be able to give a reasonable 
figure that will be a basis for a workable program for the GSA and the 
new department? 

Admiral Ring. May I look at this paper and see what I have got 
here? 

On the 14th of April, 1953, I told Mr. Forbes, the Acting Admin- 
istrator of GSA the following, which is a paragraph from my note to 
him (see appendix, exhibit 10, p. 227): 

I am particularly concerned in view of the general personnel reductions which 
are taking place in all Government agencies; and the attainment of supply goals 
within the military. The latter will serve, in my opinion, to create additional 
excesses which will have to be screened in accordance with Government laws and 
regulations. In other words, it seems to me that while our personnel strengths 
are decreasing, the amount of excess will be increasing, thus, further complicating 
the problem. DOD excesses to be generated were forecasted to you in our letter 
of February 27, 1953. 

Mr. Warp. You don’t know what those forecasts are? 

Admiral Ring. I am sorry. I don’t know. 

(Norr.—See Mr. Winckler’s testimony, p. 150.) 

Mr. Warp. Whether it is in millions or hundreds of millions or in 
terms of billions? 

Admiral Rina. I am sorry, I do not know. 

Mr. Warp. That is all I have. 

Mr. Harpen. Are there any further questions? 
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Admiral Ring, I wish to express the appreciation of the subcom- 
mittee for your coming up and for your very interesting and informa- 
tive appearance. 

Admiral Ringe. Thank you, Madam Chairman. 

Mrs. Harpen. We will recess until tomorrow morning at 9 o’clock. 

(Thereupon, at 1:15 p. m., the hearing was recessed until 9 a. m. 
of the following day.) 
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FRIDAY, APRIL 24, 1953 


HovusEe OF REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:16 a. m., in room 
1501, New House Office Building, Hon. Mrs. Cecil M. Harden, 
chairman, presiding. 

Present: Mrs. Cecil M. Harden, chairman, George Meader, Frank 
C. Osmers, Jr., Jack B. Brooks, and J. L. Pilcher. 

Also present: Ray Ward, staff director, and Jane E. Morgan, clerk. 

Mrs. Harpen. The meeting will come to order. 

The clerk will call the roll. 

(The clerk called the roll and the following members answered to 
their names: Mrs. Harden, Mr. Brooks, and Mr. Pilcher.) 

Mrs. Harpen. We are meeting here this morning to conclude the 
hearings on the donable property program. It has been our endeavor 
in an objective and responsible way to bring to the attention of 
Congress and the public the various facets of this complicated program. 

We have hoped to show the interrelationships that exist between 
the holding agency, which is an agency to dispose of excess property 
and to use the space for something else, and the utilization agency 
which tries to place the property in other Federal agencies so the 
Government will not be buying with one hand while disposing with 
the other. 

Yesterday the representative from the Department of Health, 
Education, and Welfare discussed the problems of his agency in 
transferring usable and needful property to health and education 
institutions. 

Our first witness today is Mr. E. J. Bloch, representing the United 
States Atomic Energy Commission. This agency is one of the 
largest agencies of Government and one which, with the military, 
creates the most excess property. 

We have the prepared statement which you sent to us, Mr. Bloch, 
and since it is quite brief I would suggest that you read it for the 
benefit of the committee and then we will have specific questions on 
the operation of the program as it affects your agency. 

Will you please take the oath? 

Do you solemnly swear that the testimony which you shall give in 
this hearing this morning will be the truth, the whole truth, and 
nothing but the truth, so help you God? 


Mr. Buocu. I do. 
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TESTIMONY OF E. J. BLOCH, DIRECTOR, DIVISION OF CONSTRUC- 
TION AND SUPPLY, ATOMIC ENERGY COMMISSION 


Thank you, Madam Chairman. 

We are glad to appear before this subcommittee for the purpose of 
discussing the donable surplus property program from the standpoint 
of the Atomic Energy Commission. 

Since some of the subcommittee members may be unfamiliar with 
the manner in which atomic-energy work is carried on, a brief ex- 
planation of our operations may be helpful in providing an appro- 
priate background for this discussion. 

The Atomic Energy Commission is engaged in an expanding pro- 
gram of manufacturing fissionable materials and atomic weapons; 
developing propulsion systems for aircraft and naval vessels; conduct- 
ing research and development aimed at improved weapons; more 
efficient production of fissionable materials; generation of useful 
power from atomic energy; utilization of fissionable and radioactive 
materials for medical, biological, and health purposes; and protection 
of military and civilian personnel against hazards arising from atomic 
operations. Most of the Atomic Energy Commission’s activities are 
carried on in Government-owned facilities by industrial concerns and 
educational institutions, operating under contracts. Under this pro- 
gram, AEC-owned property is in the custody of AEC cost-type 
contractors. Responsibility for the management of materials, sup- 
plies, and equipment required for performance of work under a con- 
tract is placed directly on the contractor. Within a framework of 
general property management policy established by AEC, the con- 
tractors are required: (1) To continuously survey property under 
their control to determine that which is excess; (2) to report such 
excess to AEC; and (3) to promptly transfe1 or dispose of such property 
as may be authorized by the AEC. 

Maximum effort is made to fully utilize excess property. Under 
our procedure any excess generated through AEC activities, contrac- 
tor operated or otherwise, is given complete circularization throughout 
AEC; in addition, major items such as construction equipment, motor 
vehicles, machine-shop equipment, and the like are reported to Wash- 
ington for review as to possible present and future needs before they 
are reported to the General Services Administration. Following these 
efforts, under procedures worked out with GSA, property excess to 
the needs of AEC is transferred to other Federal agencies or disposed 
of as surplus. Donations of AEC-held surplus property for educa- 
tional or public-health purposes are made under regulations pre- 
scribed by the General Services Administration pursuant to section 
203 (j) of the Federal Property and Administrative Services Act 
(Public Law 152), upon approval by authorized representatives of 
both the General Services Administration and the Federal Security 
Agency. 

In connection with this discussion of the donable surplus property 
program we were asked to comment particularly on whether property 
is moving with reasonable speed after declarations are made. We 
feel that GSA is generally taking reasonably prompt action on AEC 
declarations, considering what is understood to be the normal time 
required for the screening of excess lists by other Federal agencies. 
We have been working with GSA in an effort to reduce the time re- 
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quired to process a declaration, and some progress has been made in 
this direction. A continuation of our mutual efforts should result in 
further improvement without materially affecting the desired maxi- 
mum utilization of excess property. 

AEC maintains a close followup action on excess property from the 
time it originates until it is physically disposed of. Our field offices 
work closely with the GSA regional offices to obtain prompt disposal 
action, and we believe that these close relationships between AEC 
and GSA personnel contribute materially in effecting maximum utili- 
zation of excess property and prompt authorization for disposal of 
surplus property by sale or donation. 

With respect to the physical removal of property which has been 
authori’ed for transfer to other Federal agencies or donation for educa- 
tional or public-health purposes, the situation seems to be generally 
satisfactory. We have worked out a followup procedure which pro- 
vides for periodic checks with FSA on property approved for donation 
2 assure prompt removal of the proper There have been very 

»w delays in removals by donees or in receiving orders to ship the 
aes rty. 

On the point of whether the present method of donating surplus 
property for educational and public-health purpos es is preferable to 

cash sales to State and local bodies for such purpose, we have con- 
dane particularly those factors affecting our operations. The cash- 
sale method would, no doubt, require a varying amount of additional 
time and administrative effort and expense in negotiating prices, 
billing and collecting sales proceeds, depending on whether the sale 
prices are to be based on the fair market value or percentage of the 
acquisition cost, or negotiated on some other basis. While we believe 
the present method is reasonably expeditious, the alternative cash-sale 
method would appear equally acceptable provided that any prescribed 
procedure for sale to State and local bodies would not involve a sub- 
stantial increase in administrative workload. 

You have asked whether we expect an increase in the size of the 
program in the near future. Excess property becomes available 
within AEC principally as a result of completion of construction; 
obsolescence due to technological advances, process equipment im- 
provements, program changes, or other similar factors; and the con- 
tinuing process of balancing inventory levels with changing program 
requirements. The rate with which excess is being generated at 
present is approximately $1.3 million (a: ae cost) per month, 
and in view of the construction work now in progress which will be 
completed during the next 2 fiscal years, it is expected that this rate 
will probably increase as much as 50 to 100 percent during certain 
months in this period. ‘This is in line with a recent estimate submitted 
to GSA, and we plan to keep them informed of any significant changes. 

If you have additional questions with respect to these points or 
any other matters relative to AEC’s experience in connection with 
the donable surplus property program, I shall be glad to try to answer 
them. 

Mrs. Harpen. Mr. Bloch, will vou indicate the current appropria- 
tion and obligational authority of the Atomic Energy Commission? 

Mr. Buocn. For fiscal year 1953—our total obligations will approxi- 
mate $3,740 million. 
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OBLIGATIONAL AUTHORITY OF ATOMIC ENERGY COMMISSION 


Atomic Energy Commission total obligational authority for the 
fiscal year 1953, including $64.5 million of unobligated prior year 
funds, is $4,144 million. Of this amount we expect to obligate $3,740 
million, leaving an unobligated balance on June 30, 1953, of $404 
million. 

During fiscal verr 1953 our estimated expenditures will be approxi- 
mately $2 billion. 

Currently our program in terms of expenditures will be about $2 
billion for fiscal year 1953. 

Mrs. Harpen. Does that mean you will carry over a bilhon even? 

Mr. Biocn. No, ma’am. We will obligate all but $404 million of 
funds available during fiscal 1953. 

Part of our obligation covers construction—the great part of it 
covers construction of facilities which will not be completed, as part 
of our construction program will extend into 1956. So, while the 
obligational authority will be committed in 1953, the actual expendi- 
tures under those obligations will be spread over the next few years. 

Mrs. Harpen. About what part of vour annual appropriation is 
spent for supplies and equipment? 

Mr. Biocu. We estimate—when we speak of supplies and equip- 
ment, we include cost-type-contractor purchases—that for fiscal year 
1953 the total expenditures will approach $900 million. 

Mrs. Harpen. Is most of this contracted for by cost-plus contract? 

Mr. Biocu. Most of this is purchased by cost-plus-fixed-fee con- 
tractors. 

Mrs. Harpen. What control do you have over the amounts ordered 
by private contractors? 

Mr. Biocn. I’m sorry; I didn’t understand the question. 

Mrs. Harpen. What control do you have over the amounts pur- 
chased by private contractors? 

Mr. Biocu. The Atomic Energy Commission operates on a decen- 
tralized basis through a number of field offices. There are nine major 
operations’ offices and in some cases, area offices under these operation 
offices. The field offices are responsible for the administration of 
the contracts. They supervise the various activities of the contractors, 
including procurement. 

Limits are set with respect to each contract above which an individ- 
ual purchase or procurement requires AEC approval. Generally this 
ceiling is $10,000 in the case of a cost-type construction contractor; 
$25,000 in the case of an operating contractor. However, these are 
maximums, and in many contracts the ceiling is considerably below 
this. In many instances, any procurement above $2,000 requires 
approval by AEC. 

Mrs. Harpren. Do you feel that you have sufficient authority to 
establish an efficient and economical supply system with adequate 
control over the contractors? 

Mr. Buocu. Yes, ma’am. 

Mrs. Harpen. Do the contractors order in the name of the Federal 
Government? 

Mr. Biocu. The contractors normally order on their own purchase 
order, but they identify the order or subcontract as one that’s placed 
in accordance with their prime contract for the Atomic Energy Com- 
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mission and they will cite the AEC reference on the contract. For 
example, the Du Pont Co. would issue a purchase order on Du Pont 
order form, but that form would state that this purchase is placed 
for work being performed by the contractor under the Atomic Energy 
Commission contract, and give the contract number. 

In addition, under the Defense Production Act, an order of that type 
would be identified with the Atomic Energy Commission priority rating 
symbol in order that it gets a priority status. 

Mrs. Harpvnen. Do the contractors ordinarily negotiate or use 
formal bid procedure for their procurement? 

Mr. Biocn. The AEC several years ago published a procurement 
policy guide. It was published in the Federal Register and sets forth 
the bases for procurement of material and supplies by AEC and by 
cost-plus contractors. 

The policy with respect to cost-type contractors is that cost-type 
contractors will, to the greatest practical extent, secure services or 
supplies and materials by competitive bidding, consistent with secur- 
ing the necessary quality and delivery in time. 

The bulk of our procurement by cost-type contractors is on the 
basis of fixed-price competitive bidding. There are occasions when 
due to the peculiarities of the equipment or item being secured, or 
due to the need for specialized services, it is necessary to negotiate. 

(Further information concerning fixed-price competitive bidding and 
explanation of how contracts are processed was requested and furnished 
as follows:) 

Fixep-Price Comperririve Bipvine 


The bulk of our procurement by cost-type contractors is on the basis of fixed- 
price competitive procurement, which means lump-sum or unit price contracts 
awarded after formal advertisement or after solicitation of bids from two or more 
sources of supply. The procedure ordinarily followed by cost-type contractors 
in placing a procurement includes the issuance of invitations to bid or requests 
for quotations which specify the supplies or services required, the date required 
and the date by which bids or quotations must be received. The bids are opened, 
abstracted, and evaluated by the contractor. If the dollar amount of the proposed 
procurement does not exceed his prescribed authority to procure without prior 
{EC approval, the contractor makes the award If the proposed procurement 
exceeds this authority, he forwards the entire file, including the supporting 
papers and a memorandum containing his recommendations for award to an 
AEC representative. Prior to the approval of such proposed procurements, the 
AEC representative is required to satisfy himself that the commodity or service 
is needed in the performance of the work under the prime contract, and that the 
award is proper and in the best interests of the Government. 


Mrs. Harpen. What percent is done each way? 

Mr. Buiocn. Well, it will vary from time to time. My recollec- 
tion—I would like an opportunity to verify this—is that for the first 
6 months of fiscal 1953 approximately, I believe, 85 percent of the 
dollars spent by our cost-type contractors on procurement, materials 
and supplies, was spent on the fixed-price contracts. 

I would like an opportunity to check that figure and not depend 
on my memory. 

(The information requested is as follows:) 


VoLuME or Cost-TypE CoNnTRACTS 


During the period July 1 through December 31, 1952, 97.3 percent of the total 
dollar procurement by cost-type contractors for materials, supplies, and equip- 
ment was on a fixed-price basis; 77 percent was through competition or from 
Government sources of supply, and the remaining 23 percent was noncompetitive 
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Mrs. Harpen. What success have you had, Mr. Bloch, in trans- 
ferring excess property from one contractor to another? 

Mr. Buocu. We feel that we have made considerable progress and 
are continuing to make progress. 

Under our accounting system, property is picked up as excess at 
the individual-contractor level and carried on from that point as 
excess. 

Now, during fiscal year 1952 we disposed of about $8.9 million 
worth of excess property. However, approximately 43 percent of 
that was reused within the project. Out of 8.9 million, 43 percent 
was picked up by con tractors within the program. So, AEC, as an 
agency, only excessed about 5 million—5.1 million. 

We make continuing efforts, and have the full cooperation of our 
contractors in attempting to utilize surplus and excess property to 
the maximum. For example, most of you, I am sure, heard of the 
huge Savannah River job, which is currently under construction. At 
Savannah River we have reached our peak as far as construction goes. 
We have got a long way to go; but, nevertheless, we are attempting 
to project into the future the availability of construction equipment 
and any excess materials from Savannah River. Savannah River 
has scheduled out months in advance when they will be able to release 
certain items, and we have ecvablinhed a requirement that any AEC 
office has to first check with Savannah River before making any pur- 
chases of construction equipment or any significant quan tities of con- 
struction material to be sure that Savannah River does not have or 
might not within the next few months have the material or equipment 
available. 

We are doing our best, by forward planning, to utilize to the maxi- 
mum, material and equipment that we know will be available as our 
construction program falls off; and we also are doing our best through 
forward planning in order to assure the orderly disposal of the material 
and equipment we cannot utilize. 

We have had several meetings with the GSA regional office in 
Atlanta, giving them our best information, our best forecast, as to 
how much excess property will be coming from Savannah River 
office, and working with them, trying to do a good job of planning 
ahead for the workload. 

Mrs. Harpen. Do you have a uniform cataloging system which 
applies to the contractors? 

Mr. Biocn. We do not have a uniform AEC-wide cataloging 
system. Locally contractors develop their own catalog systems. 
There is quite a variation in the type of plants we operate, “and in the 
type of items that our contractors need. Certainly there are a good 
many common items; but we have not developed an AEC-wide 
catalog program. 

We have undertaken, on a trial basis, the development of a catalog 
program to determine the practicability of, say, integrating AEC into 
the general cataloging program. We’re still doing this. Although 
the GSA catalog program as such is no longer active, we are con- 
tinuing the studies as best we can. 

Mrs. Harpen. With the contractor working on cost-plus work, 
what incentive have you been able to introduce to prevent over- 
buying? 
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Mr. Biocu. Well, I think that our primary control over buying is 
the control exercised by our operations’ offices, reviewing procure- 
ment plans and approval of procurement actions. 

We have attempted to bring into the program the best contractors 
that we can find. They represent the cream of American industry, 
and we encourage them, to the extent practicable, to contribute their 
know-how—not only their technical know-how, but their business 
know-how—to the AEC operations, and we work continuously with 
them in the field of supply, inventory control, purchasing, such as we 
do in the, say, more glamorous field of the technical activity such as 
production. 

Mrs. Harpen. What has been the extent of excess declarations by 
the Atomic Energy each of the last 5 years? 

Mr. Buiocu. I don’t have that. 

George, do you have that information? 

Mr. Taytor. I suggest, Mr. Bloch- 

Mrs. HarpEeN. Pardon me, just a minute. Will you give your name 
for the record? 

Mr. Taytor. George C. Taylor, Assistant Director of Supply for 
the Atomic Energy Commission. 

I suggest, Mr. Bloch, that we obtain these and submit these figures 
for the record after we have had a chance to verify them. 

I can give you some figures on the amount of excess that we have 
generated and disposed of. We are unable to tell you at this moment 
how much of this was declared to GSA for each of the last 5 vears. 

The figures we have—the fiscal year 1949 we had generated within 
the Commission $17.4 million in excess property. 

In the fiscal year 1950 we generated $48.8 million of excess property. 

For the fiscal year 1951—this is the year in which we changed our 
accounting technique on this and that is the reason I asked for per- 
mission to supply the information requested later—we had on hand 
at the end of fiscal year 1951 $9 milion. 

Mrs. Harpen. I didn’t understand, Mr. Taylor. Nine million? 

Mr. Taywor. ‘Yes; nine point zero million. 

And in fiscal year 1952 we generated $12.7 million in excess property. 

Now, a good portion of this property was used within the atomic 
energy program. For that reason it does not represent declarations 
to GSA. 

Mrs. Harpen. Do you find any difference in the amount of excess 
as between contractors, that is to say General Electric and du Pont? 

Mr. Taytor. Well, we have a good deal of difference, depending 
upon the kind of work they are engaged in. The larger quantities of 
our excess property comes from the completion of construction 
projects. So, those contractors who are engaged in construction, such 
as the contract at Savannah River for du Pont, will be generating 
larger quantities of excess property in the next 2 years than the 
contracts where construction is not undertaken. 

Mrs. Harpen. Mr. Bloch, what specific suggestions do you have 
for improving the donable property program? 

Mr. Buocu. Well, as we indicated in our statement, we have looked 
on the problem—one aspect of it at least—from the standpoint of 
the effect upon our operation—and by that I mean that part of our 
operation that deals with the orderly disposal of the excess which 
cannot be used by the Government. The heart of the atomic energy 


33459 —_53-——__9 














124 DONABLE SURPLUS PROPERTY PROGRAM 





activity is its scientific and technical personnel, and I think we cer- 
tainly feel that any program such as this, which assists the educational 
program generally and in turn strengthens atomic energy as well as 
the other technology which the country is dependent on, is worth while. 

I have no specific suggestions as to how the donable property pro- 
gram might be improved. 

We are one of the agencies that generates the excess, and our interest 
in the disposal procedure is pretty much limited to orderly and 
reasonably fast disposal. 

Mrs. Harpen. Are you familiar with the Wabash River ordnance 
plant in Indiana? 

Mr. Buiocu. Only to the extent that AEC has one small corner of 
the plant—a few acres of one corner of the plant. A plant is now 
operating. I’m not familiar with the ordnance p!ant itself. 

Mrs. Harpen. That is in my district and I was particularly inter- 
ested in that installation there because I had quite a bit of correspond- 
ence and personal contact concerning that. 

Mr. Biocn. We have just this last year completed an AEC 
plant, which occupies one small corner of the Wabash River ordnance 
plant. 

Mrs. Harpen. Thank you. 

Mr. Meader, do you have any questions? 

Mr. Meaper. Yes; I have. 

What is your carryover or what will be your carryover in July of 
this year? 

Mr. Biocu. You mean funds? 

Mr. Meaper. That is right. 

Mr. Buocu. Well, I don’t have the detailed information on that. 
We will be glad to furnish it. 

To the best of my knowledge, we indicated in the budget which was 
submitted to Congress in January some carryover. I would have to 
check it. I think there were several hundred million dollars— 

Mr. Meaper. Unobligated? 

Mr. Buiocu. Of unobligated dollars. 

Mr. Meaper. How much? 

Mr. Buiocu. I think it was about 300 million of unobligated balance. 
I am not sure of that figure. 


{[Note: The correct figure is $404 million as of June 30, 1953 


Mr. Meraper. How much was the unexpended total—I mean in- 
cluding obligated and unobligated funds? 

Mr. Buocu. Well, as far as our construction program is concerned, 
we estimate that after fiscal year 1953, which ends in June, we will 
still have about $3 billion unexpended. 

Mr. Meaper. That includes the 300 million, doesn’t it? 

Mr. Buocu. Yes. That reflects the unexpended balance of work 
currently under way. ‘The funds are obligated; but, as I indicated, 
these jobs extend over a period of several years before they are 
completed. 

Mr. Meaper. What is the nature of the surplus property you 
generate, Mr. Bloch? 

Mr. Buiocu. We generate all types, sir. Our program is quite 
broad. It is complex and it involves research and development 
activities. It involves the operation of communities and the opera- 
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tion of highly complex and huge production plants. Many of these 
plants involve new and unusual processes and, of course, it involves 
a great research and development effort in the field of weapons, and 
produc tion of weapons. There is really a wide range of items. 

We use a good deal of mechanical and electrical equipment. We 
use a good deal of electronic equipment, construction equipment, con- 
struction materials, metals and metal alloys, laboratory equipment, 
as well as the more standard run of items. 

Mr. Meaper. Now, I am not sure I got these figures correct. As 
I have the information, in fiscal 1949 you generated $17.4 million 
worth of surplus property and in fise ‘al 1950 it was $48.8 million 
worth; and in 1951 I have a figure of $9 million on hand. 

I don’t know what Mr. Taylor said was generated during fiscal 
1951. 

Mr. Taytor. Well, I don’t have that information with me here 
today. This was a period when we changed our accounting for the 
Atomic Energy Commission. We can provide that information for 
vou, Mr. Meader. (See table, p. 140.) 

Mr. Meaper. In fiscal 1952 you have a positive figure of $12.7 
million having been generated? 

Mr. Taynor. Yes. 

Mr. Meaper. Then outside of fiscal 1951, for which we have an 
on-band figure, you generated almost $80 million worth of surplus 
property £ 

Mr. Tay ‘Lor. Yes. 

Mr. Meaper. This may be a rather foolish question to ask, Mr 
Bloch, but I don’t understand why you should have surplus property 
in this quantity. You aren’t running an operation like the Army 
where you have to feed a whole lot of people and clothe them and 
fight wars with stuff that is used up. I mean, your construction 
projects—certainly if you have pla 1s, blueprints, and so on, you build 
what you want. Why should there be anything left over? 

Mr. Buocu. There are a number of factors bearing on that. First 
of all, on our construction projects, these major projects that we have 
undertaken in the past several years have been urgent projects 
They are facilities being built to increase the production of atomic 
weapons. The pace has been to build them in the shortest practical 
time. 

In many cases, the plants, themselves, have involved new processes. 
We have actually gone from virtually a test tube into complete plant 
production. Under such urgency, complete plans are not available. 

Actually, our major plants have been built under tight schedules 
which have necessitated construction going ahead concurrently with 
the development of plans, so that design is started and as soon as 
design is far enough along to make it possible to initiate construction, 
you start construction and design is only a short distance ahead of 
construction. 

There are also process changes. I think a striking example of the 
things you run into, which in turn generate excess, is the situation 
at Oak Ridge early in 1947. During the war a plant known as the 
electromagnetic plant was built*at Oak Ridge to produce fissionable 
materials, U-235. Now, my recollection is that this plant cost in 
excess of $300 million during those days and at its peak it employed 
22,000 people or better. By 1947, due to technical advances in the 
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program, that plant was shut down completely, as we could get the 
production we needed cheaper, get the quantity necessary, without 
using this plant. So, here a big facility of that magnitude, with the 
equipment, with the spare parts, and what not, nee essary to operate 
it was obsolete. 

We had a second plant, a emailer plant, at Oak Ridge which was 
actually shut down in 1946—the same problem. 

And continually throughout this program, where you are pushing 
into the unknown, and you run into rapidly changing problems, 
rapidly developing technologies, you are bound to have a factor of 
obsolescense. 

Our facilities are different from a plant that’s doing a process and 
everything is known about it, and over a development period of the 
last 50 years. There are new facilities we are still learning a great 
deal about. 

Mr. Meaper. Well, now, do you have an inventory of construc- 
tion material or any of the things you use and keep them on hand, 
or do you just buy them and use them? 

Mr. Buocu. Each office and the contractors maintain a reasonable 
inventory. We attempt to avoid piling up excessive inventories. To 
the extent we can foresee our needs, we attempt to reserve critical 
equipment that we know we’re going to need in the future. However, 
it’s a matter of using your best judgment and protecting what you 
need by way of inventory reserve to take care of program as you best 
know ahead of you. 

Mr. Meaper. Now, do you have figures on how much you have 
in inventory? 

Mr. Buiocn. We have—no, sir; I don’t have those figures. 

Mr. Taylor, do you have those figures? Do you have figures on 
how much we have? 

Mr. Taytor. Yes. 

I can give that to you for the end of fiscal year 1952. Our inven- 
tory—inventory level for operating stores—was $85.4 million. 

Mr. Meaper. $85.4 million? 

Mr. Taytor. Yes. 

Mr. Meaper. Well, now, is that your complete inventory, or is 
that just pirt of it? 

Mr. Taytor. That’s the inventory to support the operating plants. 

Mr. Meapver. Well, now, let me ask this: Would the $12.7 million 
worth of surplus declared in 1952 be all out of that inventory of 
$85.4 million? 

Mr. Taytor. No; it would not all be out of that inventory. The 
excess materials and supplies would be included. 

Mr. Meaper. You don’t have any idea about how much of that 
$12.7 million could be supplies or stores of the same character as the 
$85.4 million inventory you have been talking about? 

Mr. Taytor. Some of it might be of a similar nature to that. 

Ine luded in the other figure is construction equipment. 

[Nore.—The $12.7 million excess was comprised of $2.3 million plant and 
equipment and $10.4 million materials and supplies. | 

Mr. Meaper. Well, now, do you buy your own construction 
equipment? 

Mr. Taytor. Yes. 
Mr. Meaper. I mean cranes and bulldozers and things like that? 
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Mr. Taytor. Yes. 

Mr. Buiocxw. We have—— 
Mr. Taytor. Yes. 

Mr. Buiocu. If I might answer that, our policy, in undertaking 
these construction jobs with respect to equipment, is to, in the first 
instance, contract out on fixed-price basis as much of the work as we 
can, particularly the work that would require heavy construction 
equipment, provided we can do it consistent with meeting our con- 
struction schedules. 

The sort of work that you can contract out would be grading and 

~arthwork, with large equipment, steel erection, items suc +h as that. 

Beyond that, our policy is to rent equipment to the extent that 
renting is economical before determining we have to buy equipment. 

On. these long jobs, the rental that you would pay on a piece of 
construction equipment far exceeds the cost of purchase, less reason- 
able salvage value. So, we do have considerable equipment, where 
we can foresee a need for a period of several years on these jobs 
which extend over that period. 

The equipment is rented to take care of short-peak requirements, 
where rental is economical, and we attempt, of course, to transfer 
equipment between jobs to secure the maximum utilization. 

For example, during 1952, for a new expansion program coming 
up, we transferred on the order of $10 million of construction equip- 
ment within AEC to these new jobs, to bring equipment to these 
new jobs. 

So, essentially the determination of whether to buy or rent is one 
based on economics. 

Mr. Meaper. Well, let me ask vou if the 85.4 million figure that 
has been given for inventory includes construction equipment. 

Mr. Taytor. No; it does not. 

Mr. Buocu. No; it does not. 

Mr. Meaper. All right, what is your inventory of construction 
equipment? 

Mr. Buocn. As far as book—these are book value figures and 
reflect the original acquisition, of course—our total inventory or 
construction equipment is on the order of $65 million. Now—— 

Mr. Meaper. You say your original inventory? 

Mr. Buiocu. That’s book value. 

Mr. Meaper. Acquisition cost? 

Mr. Buiocu. Yes, sir; and some of that equipment has been in the 
program for a good many years. 

Now, of that total, I think about 21 million is on operations. That 
is, we have these large reservations, like Hanford, 259,000 acres; Oak 
Ridge, 60,000 acres; “Tdaho, excess of 400,000 acres. So, we require 
construction equipment, so-called construction equipment, for ordi- 
nary maintenance and operation—roads, utility maintenance, move- 
ment of materials and supplies between the various plants within the 
reservation. 

On construction itself we have approximately $44 million worth of 
construction equipment. Now, this $44 million of Government- 
owned construction equipment is for a construction program which, 
as far as the present time work under way is concerned the total value 
of the program when the work is completed will be on the order of 
$6 billion. 
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Mr. Meaper. Now, how much was that? 

Mr. Buiocn. About $6 billion. You see, the total value—total 
estimated cost, of plants under way—and by the end of this fiscal year 
we will have actually hit about the mid-mark; we will have expended 
about $3 billion, with 3 billion still to be spent on the program. 

Mr. Meaper. Then, Mr. Bloch, do you know ehhetioet these figures 
of declarations include real estate? 

Mr. Taytor. No. 

Mr. Buiocn. No; they do not. 

Mr. Meaper. Have you declared any real estate surplus? 

Mr. Biocn. George, can you answer that? I am not- 

Mr. Taytor. Yes; there have been, oh, a very few instances in 
which we have had real property available as si irph 1s. 

Mr. Mraver. That would be in addition to this $78.9 million? 

Mr. Tayztor. Yes. This is personal property we are describing. 

Mr. Mraver. Well, if my figures are correct here, you had approxi- 
mately $150 million worth of inventory, including supplies and con- 
struction equipment, in fiscal 1952, and declared nearly 13 million sur- 
plus. That’s not quite 10 percent, but it seems to me a pretty high 
plus for an operation of the type you conduct. 

Mr. Taytor. Well, a good deal of the surplus or excess property— 
in this particular period—also came from some of the process plants. 

Mr. Bloch described for you a while ago this electromagnetic plant 
at Oak Ridge, which became excess because of its obsolescence. 
Well, we had a great deal of equipment coming out of that plant, which 
was excess to that plant and was redistributed among other offices of 
the Commission and through some other Government agencies, and 
some of it was disposed of as surplus property; some transferred to 
other agencies. 

Mr. Mraprer. Well, now, these figures of $78.9 million—you aren’t 
talking about that being excess only to one facility 

Mr. Taytor. No. 

Mr. Mraper (continuing). Of the Atomic Energy Commission? 

Mr. Taytor. No. 

Mr. Meraper. You are talking about it being excess to the whole 
Com mission ; you are not talking about transfer within the Com- 
mission? 

Mr Taytor. Yes 

Mr. Buocu. Yes 

Mr. Meaper. In that figure, are you? 

Mr. Buocn. This 12.7 was declared—that doesn’t reflect the total 
excess as an agency. 

Mr. Taytor. The 12.7—that figure we gave you for 1950, or 
1952 

Mr. Meaper. The figure for 1950 was 48.8; but I understood this 
was what you had declared. You call it excess, but you are talking 
about what has been declared—I assume you are talking about w hat 
has been declared—as surplus property, after it oe been 

Mr. PILcHeEr. Screened. 

Mr. Meaper (continuing). Offered to all Government agencies? 

Mr. Pricer. Screened. 

Mr. Taytor. No, si 

Mr. Buocu. Maybe: these charts which show our disposals would 
help clarify the picture. 














DONABLE SURPLUS PROPERTY PROGRAM 129 


Here, for example—I think that is fiscal 1950, and we have several— 
1951, and 1952. 

Now, you'll see the total disposals. That’s the total we disposed of 
in the center of the chart. 

Then we have 2 sections—the 2 red areas—which indicate the 
amounts transferred within AEC or withdrawn for project use. That’s 
within the particular operation. That represents excess that never 
got out of AEC. That was utilized within the program. 

And we are attempting to make maximum utilization of our excess. 
For example, fiscal 1952—43 percent of our disposals, as identified 
in our accounting system, never got out of AEC. It was used within 
AEC, 

The pie chart indicates how the rest of the excess was disposed of. 

Mr. Buocu. Well 

Mr. Meraper. That is just an intra-agency transaction. I don’t 
see why that should be regarded as excess property, or anything else. 

Mr. Buocu. Well, I think that is true and we should probably 
speak to the net figures, that is, actually what was excessed outside 
the agency; but from the standpoint of control and accounting, this 
isa pretty effective means of internal control. 

Mr. Mraper. It isa little different method than any other Govern- 
ment agency uses to account for its property, as far as | know. I 
don’t think the Army would regard something that Ordnance turns 
over to the Signal Corps as being an excess property transaction 
at all 

Mr. Buocu. Well, we have 

Mr. Merapber (continuing). Or surplus 

Mr. Buocu. We have excess at the contractor level. 

Mr. Meaper. Then if we cut this out of the red areas—transferred 
within AEC and withdrawn from project use—the balance is what is 
excess. You have a total in here, fiscal 1950, of $11.6 million, and 
transferred to other Federai agencies seven and two-tenths. That 
would be $18.8 million. If vou deduct that from the 30.8, you had 
actually deciared surplus only $12 million. 

Mr. Buoca. Surplus to the Government; yes, sir. 

Mr. Meaper. Well, now, Mr. Taylor gave the figure a few minutes 
ago of $48.8 million. 

Mr. Buiocn. I think your question then was what excess was 
generated, this would reflect what was disposed of 

Mr. Meraper. I see. 

Mr. Biocu. How it was disposed. So, the difference between those 
figures would represent a balance or carryover into the next fiscal 
year. 

This gets a little complicated. 

Mr. Meaper. And, yet, on hand in fiscal 1951 you only have $9 
million. 

What I am wondering is: Are the figures Mr. Taylor gave us what 
you call total disposals, which include intraagency transfers, or are 
the figures Mr. Taylor gave us declarations of surplus property where 
no agency of the Government has any use for them any more? 

Mr. Taytor. No; the figures I gave you, involving the 48.8, is the 
total gross figure generated within the atomic-energy program. 

Mr. Buocu. It’s not what got out. 
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Mr. Taytor. I thought—I intended to make that clear, Mr. 
Meader, when I gave them to you. 

Mr. Meaper. Well, this— 

Mr. Taytor. This would be the amount which one office would 
determine was excess to its requirements and another office would 
determine was excess to its requirements, and the sum total of those 
amounted to 48.8 million during the year. 

Now, a good portion of this was redistributed within the atomic- 
energy program. 

Mr. Meaper. I am glad we cleared that up— 

Mr. Taytor. Yes, sir. 

Mr. Meaper. Because we have been talking about surplus property. 
When we talk about surplus property, we talk about surplus to Govern- 
ment needs; we want to get rid of it somewhere 

Mr. Biocn. Well 

Mr. Meaper. Get it out of the Federal Government’s hands. 

Mr. Buocu. Well, what I would like—— 

Mr. Meaper. I think the figures we should have, if I may say so, 
Madam Chairman, are figures which are surplus to the entire Govern- 
ment. Certainly we don’t care about intraagency transactions. 

I don’t see why—— 

Mr. Buiocu. Well, we will clear that up, develop those and furnish 
those—that is, you would like to have figures which represent, as far 
as AEC is concerned, the amount of AEC excess, that was excess to 
the Government; it was not used either by ourselves or by another 
Government agency? 

Mr. Meaper. Yes. 

Mr. Buocu. Well, we’ll get them—be glad to get those figures and 
furnish them for you. (See p. 140.) 

Mrs. Harpen. Thank you. 

Mr. Picuer. Madam Chairman. 

Mis. Harpen. Mr. Pilcher. 

Mr. Pitcuer. These figures they are going to furnish us—of course, 
you may not know what we want, but it seems everything we are 
really interested in we are going to have those figures furnished. Then 
that will be put into a record book somewhere, and we will be off on 
some other committee and forget about the whole thing. If they are 
going to furnish us all these figures—these different agencies—then I 
think we should have this hearing open and have the boys come back 
and explain these figures to us. 

I heartily agree with Mr. Meader. We are interested in the 
surplus property end of it, and not generalities. 

1 thought I was a pretty good bookkeeper, but this is too fast for me. 

Mr. Mraper. Mr. Bloch, I see here—fiseal 1950- you say trans- 
ferred educational, under institutions, under Public Law 152, $3.6 
million worth of property. Now, I have been interested in coming 
up with some figure of cost to the Federal Government of giving this 
property away to these local units of govermnent. Can you give us 
any idea what it costs you to handle this donable surplus property 
program? 

Mr. Buiocu. The best of my knowledge—it’s no added cost. You 
have the cost of doing the screening to generate excess and to dispose 
of it in any event, and as far as I know the fact that part of the 
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disposal is through this donable channel doesn’t increase the cost of 
the overall disposal costs incurred by AEC. 

Mr. Meaver. Well, I am thinking of—let’s just take one item of 
cost—storage cost of this material. You have it in your inventory, 
and you dispose of it as surplus property. Let’s just assume that the 
process of offering it to educational institutions and hospitals, and so 
on, lengthens the eycle—— 

Mr. Biocn. Yes. 

Mr. Meaver. Of disposal by, say, 2 months. 

Mr. Buiocu. Yes. 

Mr. Meaper. You would certainly say it would cost something 
to store that material, wouldn’t you? 

Mr. Buocu. Yes, if any substantial length. 

Mr. Meaper. Your problem is so much smaller than the Defense 
Department it wouldn’t be a large figure, anyway—— 

Mr. Buiocn. Well, where—— 

Mr. Meaper. But I think this probably does add in manpower, 
and so on, and certainly storage cost is 

Mr. Buiocnu. Well, if—— 

Mr. Meaper. Some item of cost to the Federal Government for 
handling this donable surplus property program. 

Mr. Buiocu. Well, to the extent that, by delaying, we'll say the 
disposal might take up warehouse space you need for something 
else. Warehouse space is generally tight. 

I don’t have any idea of what cost might be involved due to 1 or 
2 months’ delay in the element of disposal through this channel. 
I am sure it is rather insignificant, taken in the context of the cost 
of having to dispose of it. 

Mr. Meraper. That is all the questions I have. 

Mrs. HarpeEen. Do you have any questions, Mr. Brooks? 

Mr. Brooks. No, ma’am, Madam Chairman; | have no questions, 
[ think. 

Mrs. Harpen. Mr. Pilcher. 

Mr. Pitcuer. Yes, ma’am; I have 1 or 2. 

Mr. Bloch, in the fourth paragraph of your prepared statement 
here, you say: 

Maximum effort is made to fully utilize excess property. Under our procedure 
any excess generated through AEC activities, contractor operated or otherwise, 
is given complete circularization throughout AEC; in addition, major items 
such as construction equipment, motor vehicles, machine-shop equipment, and 
the like are reported to Washington for review as to possible present and future 
needs before they are reported to the General Services Administrattion. 

Now, in one of these reports I notice that your plant up here at 
Richland, Wash.—one State agency ordered a truckload of brass 
valves and before they could stop shipping them they got 10 truck- 
loads that weighed 415,470 pounds, at a cost of $677,616.33. 

Now, those were brass valves, and I thought brass was a critical 
item. Were they ever screened or were they ever offered to any 
other Government agency, or were they offered to any other contractor 
that was doing work for AEC? 

Mr. Buiocu. Yes, sir; they were. 

We heard, of course, there was some discussion of these valves, and 
we saw it in the GAO report. 
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I have a memorandum or a statement here which I will give to 
you 

Mr. Pitcuer. Well, let me get something straight, if you don’t 
mind. 

Have you got any record of how much of those valves were bought 
at this project, the total amount of them that was bought for the 
proje ct? 

Mr. Biocu. Not of the valves as such, sir. 

Mr. Pitcuer. Will you get us that information on this particular 
project—the total number of valves that was bought, brass valves 
for that project, and who made them, who the manufacturer was, and 
who bought them, what contractor? 

Mr. Biocu. Well, sir 

Mr. Piucuer. If there is that much surplus, there certainly was 
a bunch of valves bought for one project, that much over 

Mr. Biocn. Might I, with your permission, explain the 

Mr. Piucuer. Yes, sir. 

Mr. Buocu. Situ: ition on the valves? 

Mr. Piucuer. Yes, si 

Mr. Buocn. | hamed a statement in respect to the values which, 
with your permission, I would like to submit for the record and res id. 

Mrs. Harpen. You have permission. 

Mr. Buocu. The GAO report indicated that the State agency, upon 
approval of FSA, ordered 2 truckloads of brass valves from AEC at 
Richland, Wash., but that 10 truckloads, 415,470 pounds, were actually 
shipped before the State agent stopped further shipments. 

Members of the subcommittee indicated an interest in why there 
were so many of these valves surplus and what action had been taken 
to insure that they were not needed by the AEC and other Federal 
agencies before they were made available for donation to the educa- 
tional institutions. We believe it may be helpful in acquiring an 
understanding of why this quantity of valves was excess to briefly 
review the history of the project for which they were acquired. 

When the Commission became responsible for the atomic-energy 
program on January 1, 1947, the key plutonium production facilities 
at Hanford were in bad shape from deterioration, and rapidly getting 
worse. No one was optimistic about how much longer they would 
last. At the same time, new weapon production goals made urgently 
necessary more plutonium than had ever been produced during the 
war period. To meet this emergency at Hanford, which inv olved the 
possible discontinuance of plutonium production, the Commission at 
once started a program, in excess of $300 million, to build both new 
and replacement facilities, restore existing facilities, and stop the 
rapid deterioration of existing plants. This program at the time 
represented one of the largest development, engineering, and con- 
struction programs ever undertaken either by Government or industry 
during peacetime. 

To provide a part of the materials and equipment projected as 
necessary in the Hanford construction program at the earliest possible 
date and at low cost, the AEC began immediately to seek excess 
property from other AEC projects and from other Federal agencies. 
Approximately 140 carloads of construction steel, plumbing and 
electrical supplies, small hardware, office and dormitory furniture, 
tractor trucks, concrete and clamshell buckets, and the like, had been 
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shipped to Hanford from Oak Ridge by early 1948. Similar and 
other items, which were excess, were obtained from our Chicago 
office, from Navy shipyards at Portland, Oreg., and Vancouver, 
Wash., and other Government agencies in the West which had excess 
property, including the Federal Supply Service. 

Simultaneously, with initiating construction, maximum effort was 
being applied to work on methods of repairing and extending the life 
expectancy of existing facilities. This work, although it involved 
solving some very difficult technical problems, progressed with such 
success that before the end of 1949 methods were devised whereby 
old units could be repaired without interrupting production and their 
life expectancy extended indefinitely. With the assurance that old 
facilities could be continued in production, it was then possible to 
defer indefinitely over $150 millivn worth of construction that, in 
1947, had been considered as essential to keep the program going 
and meet new production requirements. This meant that much con- 
struction for which we had accumulated large quantities of excess 
property would not be started. 

Although large quantities of excess materials and equipment were 
used in the curtailed construction program, significant quantities also 
remained on hand and available for redistribution or disposal in 
1949. Consequently, the AEC at Hanford began a vigorous program 
of identification, listing, and circularization of property excess to 
their needs in accordance with established AEC procedures. 

Among the items which were determined to be excess were the 
valves which were mentioned by Mr. Ellis in his testimony this past 
Monday. ‘These valves were included in the Hanford Operations 
Office excess property list No. 300, dated February 9, 1950. 

Excess property list No. 300 was circularized throughout AEC 
from March 3, 1950, to April 7, 1950, during which period transfers 
of some of the items were made to other AEC activities. 

The remaining material on list No. 300 was then reported to GSA 
on April 7, 1950, in order that the property could be made available 
to other Federal agencies, and transfers of some of these items were 
later made to other Federal agencies. 

The remainder then became eligible on May 31, 1950, for donation 
for educational purposes. 

The application from the lowa State agency, as approved by FSA, 
requested all items on excess property list No. 300 from page 445 
to page 612, inclusive. The application also included the following: 

[Note: This shipment not to exceed two boxcar loads.] 


Prior to shipment a phone request was received asking that the 
valves be shipped by motor freight rather than by rail, to save the 
expense of packing and crating the items. We then shipped 10 
trailer loads. This shipment had already gone forward before our 
shipper received a written confirmation of the change in shipping 
instructions, in which it was requested that four trailer loads be 
shipped to Iowa. Thus, while all of the valves shipped were among 
those ordered, the limitation of the shipment to a lesser quantity 
apparently intended by Iowa was not observed. Apparently this 
was due to an oversight in or a misunderstanding of shipping in- 
structions. 
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I felt that the committee should get some feel of the background 
of why we had valves. The shipment of what appeared to be an 
excess quantity of valves was a shipping error, although the order 
which we were filling was somewhat ambiguous -somewhat under- 
standable how the error occurred. 

As I indicated in this statement, we were told by our Hanford 
office that these valves were valves that originally came into Han- 
ford as excess, for this big construction program, a program that was 
urgent, and I think it was proper at the time for them to begin to 
pick up excess, both within and outside the Commission in prepara- 
tion of this program. 

Now, it will be noted the plants had not been designed, and the 
fact that some of the material perhaps didn’t fit, plus the fact that we 
had this terrific cutback, due to very vigorous work on the technical 
aspects of the problem, resulted in the excess 

Mr. Pirucuer. I wasn’t criticizing the reac of valves, or the 
error. Everybody makes errors 

Mr. Buocnu. Yes, sir. 

Mr. Pitcuer. What | can’t get 

Mr. Buiocu. Yes, sir. 

Mr. Pitcner (continuing). Through my head is why brass valves 
would be declared excess, as scarce an article as brass was at that 
time, and with many agencies trying to get hold of brass valves, and 
especially the Atomic Energy Commission. 

It seems to me, even if they were trying to do a big job there in a 
hurry—they had other jobs going on—that anvthing as critical as 
brass valves could have been used at some other place. 

It is not the amount, nor is it the error of shipment to Iowa of 10 
truckloads of 10 carloads, or whatever it was, but it just seems that 
approximately three-quarters of a million dollars worth of critical 
materials, such as brass valves, could be utilized by some branch of 
the Federal Government without declaring them excess. 

Mr. Buocn. Well, sir 

Mr. Pitcuer. It is all taxpayers money. We all belong to the 
Government, and it looks like there was some bad screening some- 
where. 

I am too small to tell you fellows how to run the Atomic Energy 
Commission: but, after all, we are responsible for raising taxes and 
trying to satisfy the people back home about cutting taxes—and as 
long as it is throwing away three-quarters of a million dollars worth 
of critical material, like brass valves, just because they are in a hurry, 
it just doesn’t make sense to me. 

Mr. Buiocn. Well, sir, the list that contained these valves was 
circularized throughout the other AEC installations for a period of 30 
days, over 30 days, and following that, they were reported to GSA 
and GSA had the list and apparently was circularizing it for a period 
of 60 days. So, effort was certainly made to secure utilization of 
them within the Government. 

Of course, when you determine whether you need something or not, 
the best you can do is use your judgment, project your reasonable 
requirement the best you can foretell on the basis of your program. 
If, after the exercise of such judgment, you have excess, the policy is 
to dispose of it, to permit someone else that might be able to use it 
an opportunity to use it. 
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Mr. Meaper. Mr. Bloch, what was the date of shipment? 

Mr. Biocu. I don’t have that. 

George, do you have that? 

Mr. Taytor. Mr. Bloch, we do not have a specific date of shipment. 
It was shipped in the latter part of August 1950 

Mr. Muaper. That was after the Korean police action? 

Mr. Buiocu. Yes. 

Mr. Meaper. How many valves did you have left after you ship- 
ped these 10 trailer loads to lowa? ?, 

Mr. Buocnu. Sir, | don’t know, and that would be—this was 1950 
the construction program that size and the operation—the size out 
there—1l think that we could get some figures, approximations, but it 
would be very difficult for us to go back and try to determine every 

valve that might have been on the job. We know that the job was 
screened, and we obtained 

Mr. Meaper. | wasn’t clear from your statement whether the 
AEC bought these valves or whether they got them from some other 
Government agency. 

Mr. Prucuer. He is going to give us that 

Mr. Biocu. Our Hanford 

Mr. Pitcuer. Who bought them and who made them? 

Mr. Biocuw. Our Hanford office advises us that the valves inchided 
on this excess list were valves which had been pulled in as excess from 
other agencies. In other words, they were part of the material and 
equipment which they picked up in 1947 as excess from other agencies. 

As I indicated, not only did AEC offices ship excess out there, which 
appeared to be usable; in = lition, our Hanford office canvassed the 
Navy shipyard at Portland, Navy shipyard at Vancouver, Wash., other 
governmental agencies in the West and Federal Supply Service 

Mr. Meaper. But you don’t know whether these valves - it you 
finally disposed of in August of 1950, got up to Hanford in 1947, 
were originally purchased by the AEC or whether you got sini from 
some of these other Government agencies, the Navy or some ‘body else? 

Mr. Biocn. They might have been—no; I don’t know. I assume, 
for example that some of the valves that were shipped as excess from 
Oak Ridge might have been what was remaining excess left over at the 
completion of the construction job down there, or conceivably it could 
have been excess that developed as a result of shutting down this big 
electromagnetic plant. 

We have utilized considerable material and equipment out of this 
electromagnetic plant, which was obsolete. 

Again, their objective, of course, was obviously to use what the 
Government had available before they went outside and attempted 
to buy a thing, with a big construction program facing them. 

| don’t believe you can quarrel with the intent of our people at 
Hanford to try to pull in what in their best judgment constituted 
material that they probably would need on the basis of this program 
that faced them. 

Nobody could predict the cutback in the program at the time; and, 
of course, the cutback saved the Government $150 million in con- 
struction. 

Mr. Meaper. Certainly no one should complain about saving $150 
million. 

Mr. Buiocu. It did result in having some things left over 
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Mr. Mraper. It does raise a question: I wonder whether anybody 
gave any serious thought to the program before they went off on a 
$300 million construction program, if it turns out to have been 
unnecessary. 

Mr. Buocu. Well, to understand this problem, I think, it would 
get into a classified discussion, which we ought to have in executive 
session, if the subcommittee would like to pursue it. 

Mr. Meaper. Well, it isn’t—— 

Mr. Buiocu. There’s a lot to learn in this business, and this wasn’t 
capricious judgment at all. The best scientists in the program and 
in the country were brought in on this problem. It was a very in- 
volved, technical question, and the stake was whether we were going 
to continue to have the production. 

(The information requested on valves is as follows: ) 


DaTa ON PROCUREMENT AND DISPOSITION OF BRASS VALVES 


The practice under the current cost accounting svstem is to charge the cost of 
valves, having special features, to the project; other valves of a general character 
which can be used on many different projects are ordinarily bought for construc- 
tion stores and charged to the individual job as issued. ‘This type of accounting 
was not fully operative at the time some of the valves were obtained from excess. 
Also, certain combinations of pipe, fittings and valves were procured and charged 
to the work as a unit. A review of more than 150,000 purchase transactions 
would therefore be necessary to furnish precisely the value of all valves acquired 
for the project. However, based on an analysis of construction cost records and 
such transactions as can be readily identified, the following estimates are given: 


Total valves acquired _ ; aes a . $7, 388, 000 
From excess $1, 911, 000 


Principal sources of excess: 
1. AEC: Oak Ridge, Tenn a , 000, 000 
Chicago, Ill ae 100, 600 
2. Navy: Portland, Oreg ; ; _ 200, 000 
Vancouver, Wash 2 361, 000 
Farragut, Idaho ee 50, 000 
3. Federal Supply Service . 7 ei 175, 000 
4. Miscellaneous excess sources______________- 25, 000 


By purchase _ --- : 5 : La , 000 


Principal manufacturers and estimated percentages of 

purchases from each: Percent 

1. Chapman Valve Manufacturing Co__. 35 

2. Crane Co : s : : ; 25 

3. Wm. Powell Co rh ha cea 20 

4. Walworth Co . s 5 
5. Ludlow Valve Manufacturing Co., % : 5 
». The Lunkenheimer Co a 5 
Miscellaneous manufacturers and distributor - 5 

Total utilization and disposal - - - - tag 7, 388, 000 
Used on project hut ark ; ‘ ._. $6, 225, 000 

Retained for other use : hl ta Gah : 197, 000 


Disposals: 
1. Transfers to other AEC activities- ro 22. 500 
2. Transfers to other Federal agencies J 168, 100 
3. Donations__- . a afahe 504, 200 
4. Sales to public ere ; : 271, 200 


966, 000 
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A complete list of the manufacturers of all valves acquired by purchase and 
from excess for the project could not be obtained without the same extensive re- 
view required for compilation of the other data requested; however, in addition 
to valves acquired from the above listed manufacturers, the following brands 
were among those obtained from excess: 


Alenco Jenkins Pacitic 
Aloyco Kennedy Pittsburgh 
Ashton Kerotest tego 
Automatic Switch Klingemann Republic 
Cash-Acme Kunkle Ross 

Ceco Laurence Schaefer 
Clay & Bailey Lawler Seott 
Cooper Leslie Security 
Crosby Lombard Sloan 
Davis Lonergan Stockham 


Dunham Mason & Nailer Superior 

Edwards McCanna Taylor Instrument Co 
Fairbanks Minneapolis-Honey well Tiernan 

Fisher Mueller Brass Co. Vogt 

Foxboro National Radiator Watts 

Hancock Nordstrom Williams 

Henry Ohio Injector Co. 








Mrs. Harpen. Mr. Pilcher, do you have any further questions? 

Mr. Pricer. No, ma’am. 

Mrs. Harpen. Mr. Ward. 

Mr. Warp. I would like to ask a couple of questions, Mrs. Harden. 

Do you establish stock levels for the contractors? 

Mr. Taytor. Yes. 

Mr. Buocu. We do, and Mr. Taylor can give you the detail. 

Mr. Warp. Just generally what is it? Is it 3 months, 6 months, or 
what level do you try to establish for this material we have been 
discussing? 

Mr. Buocu. Off-the-shelf items, which are readily procurable, we 
have a 3-months level; items which involve long-term delivery, we 
have 6 months, and then we have a 12-months level— 

Mr. Warp. You can give us that information for the record, if you 
want to. 

(The information requested is as follows:) 


Srock LEVELS 


It is the policy of AEC to maintain minimum stock levels consistent with 
current program requirements and based on actual issue experience. Materials 
and supplies, for the determination of stock levels only, may be considered in three 
main categories: 

1. Ordinary stores such as common office supplies, common electrical and 
plumbing fittings and fixtures, janitorial supplies, maintenance supplies, etc., 
readily obtainable from Government central supply points or commercial 
stocks. 

2. Unusual items which are not readily available from Government or 
commercial sources. 

3. Those items which are obtainable only by special manufacture to meet 
unusual or special requirements. 


Generally the common items shown in category 1 above should be stocked 
only in sufficient quantities to meet 3 months issue requirements. The more 
unusual items in category 2 should be stocked in sufficient quantities to meet 
6 months issue requirements. The special items in category 3 should be stocked 
in sufficient quantities to meet 12 months issue requirements. 

The maintenance in inventory of quantities in excess of a l-year supply should 
be confined to those items so unusual in character that they cannot be obtained in 
lesser quantities or for a more reasonable price except through exceeding the 
l-year level. 
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The limitations stated above do not apply to authorized stockpiling of strategic 
and critical materials. These are objective levels around which the actual inven- 
tory will fluctuate and are intentionally flexible. Some items of quite common 
usage may be required in such small quantities and so infrequently and are so low 
in price as to make the maintenance of such items at the 3 months level impractical. 
Practical judgment should be used in such cases. 

Mr. Warp. All right, the other question, then: Do you have any 
central inventory control over the property in the various contractor 
establishments? 

Mr. Biocu. Well, there is an inventory control at the operations’ 
office level, and then at the Washington level a quarterly report of 
inventory levels is submitted, analyzed, and, to the extent that inven- 
tories appear out of line, we try to find out the reason why and take 
corrective action. 

Mr. Warp. For instance, on the construction equipment, do you 
have a list or an inventory in Washington of that heavy equipment? 

Mr. Biocu. On construction equipment we get an inventory semi- 
annually, but beyond that we have a staffman who spends the major 
part of this time on construction equipment, keeping aware of what’s 
available on the jobs, and what requirements may be coming up on 
other jobs and, without depending on any semiannual inventory, per- 
forming the coordination that is necessary to insure that the equip- 
ment is transferred between jobs. 

Mr. Warp. That is all I have, Mrs. Harden. 

Thank you. 

Mrs. Harpren. Mr. Bloch, in your statement, the second para- 
graph from the end, you state 

The rate with which excess is being generated at present is approximately 
$1,300,000, acquisition cost, per month, and, in view of the construction work now 
in progress which will be completed during the next 2 fiscal years, it is expected 
that this rate will probably increase as much as 50 to 100 percent during certain 
months in this period. 

Well, at the rate of $1,300,000 a month, that is $15,600,000 a year. 

Mr. Biocu. Yes, ma’am. 

Mrs. Harpen. Do you believe that more attention should be given 
to that? 

Mr. Buocu. I don’t think you can give too much attention to the 
problem, to make a maximum utilization of excess 

While we feel we are making progress, have made progress, and are 
continuing to, we don’t feel at all complacent. We certainly are 
going to continue to devote our best efforts to utilizing this excess to 
our best advantage. 

Mr. Meaper. Mrs. Harden. 

Mrs. Harpen. Mr. Meader. 

Mr. Meaper. I would like to ask Mr. Bloch whether his statement 
in referring to excess, such as in the paragraph you just read, uses 
the same definition of excess he does on those charts, including intra- 
agency transfers. 

Mr. Biocu. That is net, isn’t it, George? 

Mr. Taytor. Yes. 

Mr. Meaper. That is surplus to the Government? 

Mr. Buiocu. Surplus to AEC. 

Mrs. Harpen. Excess. 

Mr. Biocu. Excess to AEC. 
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Now, this—in other words, this is a rate at which we, as an agency, 
have been declaring the excess. After we declare the excess, it still 
goes through the screening by the other Government agencies. 

Mr. Mrapur. Well, I have got to go back to these other figures that 
Mr. Taylor gives us. This fiscal 1952, 12.7 declared surplus—I had 
the impression that that meant it was surplus to the Government. 

Mr. Biocu. Maybe it would be better if I talked on one set. 

Mr. ScaMMAHORN. Could I help out a little bit on that, please? 

Mrs. Harpen. Would you please give your name for the record? 

Mr. ScAMMAHORN. James Scammahorn. 

Excess as reported in AEC is property excess to each contractor. 
In other words, as property it becomes over and above any one con- 
tractor’s needs, then it becomes excess as far as he is concerned and is 
reported as excess in his financial accounts and reports. 

We have attempted, in order to avoid duplicating a reporting system 
in AEC, to use these figures without coming up with a separate set, 
showing only that property excess to AEC as a whole, so that coming 
into Washington are the figures which each one of the contractors 
develop as the property becomes excess to them. 

Those figures were used for preparing the charts and for our manage- 
ment pruposes. In other words, this represents what we use in AEC 
in talking about our excess and the management of property. 

From the standpoint of assisting GSA in trying to determine the 
workload they will have in terms of the property which we make 
available to them, we try to net out the figures. We have to take out 
the amount which represents transfers within AEC, between contrac- 
tors and operations offices, and so on. The figures given here are in 
line with the report which we made to GSA a month or so ago on our 
forecast of workload or forecast of material which would be excess to 
AEC as a whole. 

I don’t know whether I’ve helped any or not. 

Mr. Meapver. Well, you see, what this subcommittee is interested 
in is the disposal of “surplus property. 

Mr. ScaMMAHORN. Yes, sir. 

Mr. Meraprr. We aren’t concerned with intraagency transactions, 
and not too much with transfers between Government agencies. 
What we want to know is what happens to Government property, 
after it is surplus, that is not being used by the Government. 

Now, that is what we have been talking about with these other 
witnesses, and we are talking about surplus property. We are talking 
about property when the Government is going to get rid of it 

These figures we have here—$78.9 million generated in 3 fiseal 
years—are completely misleading, since they are simply either excess 
to a single contractor within AEC or they are simply declared excess 
to the Atomic Energy Commission but taken up by some other 
Government agency. 

What we want to know is what is surplus to the entire Government. 
We don’t apparently have those figures. 

Mr. Buocu. I think what you want we can develop. For example, 
in 1952 there was a total of $3,500,000 that was of AEC material that 
was excess to the Government. In other words, under our system 
we say we dispose of $8,900,000 and $3,500,000 of that got outside of 
the Government. 


33459—53 10 
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Mr. Meaper. That is your disposal chart, but the figures I am talk- 
ing about were your declarations. These figures that Mr. Taylor 
gave us for fiscal years 1949-50 and 1952, as I understood it, were 
quantities of property which were generated for surplus, not what you 
got rid of but your declared surplus. 

Mr. Buocu. That is right. 

Mr. Meaper. But now apparently that isn’t surplus at all. The 
$12,700,000 for 1952 is the figure of what AEC said it did not want 
any more, but - don’t know how :much of that $12,700,000 was 
taken by other Government agencies and what you actually offered 
or bad available for sale or disposal outside of Government, we do 
not have that figure, apparently. 

Mr. Biocu. Well, we will develop that. 

Mr. Meapver. These charts do not help us because that is what 
you get rid of and not what you declared surplus. 

(The information requested is as follows:) 





A EC excess 
personal 
property 
(reportable Teannfors § ii 
 aatoae ransfers to urplus to 
Fiscal year nistartatal other Federal entire 
I nt a) t 1 + 
GSA). re iwencies Government 
maining afte 
transiers 
within AEC 
First } $7, 800, 000 $1, 300, 000 | $6, 500, 000 
1952 », 100, 000 1, 600, 000 3, 500, 000 
1951 16, 300, 000 6, 800, 000 9, 500, 000 
1950 19, 300, 000 7, 200, 000 12, 100, 000 
1949 5, 000, 000 4, 460, 000 600, 000 


Mrs. Harpen. Are there any further questions? 

Thank you, Mr. Bloch. 

We have with us Mr. Robert G. Winckler, Director, Personal 
Property Utilization Division of the Federal Supply Service, General 
Services Administration, and also Mr. Thomas L. Peyton, Director 
of the Surplus Real Property Division, General Services Adminis- 
tration. 

Mr. Winckler will discuss the donable program and its relationship 
to the utilization problem of such property handled by the General 
Services Administration. We have your statement, Mr. Winckler, 
and we will not ask you to read it but would appreciate it if you 
highlight the statement in view of the testimony which has been given 
here in the last few days. I have noted you have been present during 
the previous hearings. 

I will now ask that you gentlemen please stand and be sworn. 

Do you swear that the testimony which you are about to give before 
this committee is the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. WINCKLER. Yes. 

Mr. Peyton. Yes. 


(The prepared statement is as follows:) 
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GENERAL SERVICES ADMINISTRATION 


Statement for Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House of Representatives, Congress of the United 
States, submitted by Robert G. Winckler 


UTILIZATION OF EXCESS AND DISPOSAL OF SURPLUS PERSONAL PROPERTY 


The following briefly outlines the development, the methods, and some of the 
results and problems of General Services’ personal property utilization and disposal 
program. 

It should be recognized that surplus property which had to be disposed of has 
always been generated in the operations of the Government, and that over many 
years one of the methods of disposal has been through donations under various 
laws. 


1. Development of GSA’s present utilization program 

GSA was established July 1, 1949, under the new Federal Property and Admin- 
istrative Services Act of 1949. During fiscal year 1950, organizational and pro- 
cedural plans were made for carrying out GSA’s broad responsibilities under the 
new act. 

For the utilization program in 1950 it was only possible to issue temporary 
regulations largely continuing previous procedures of the Bureau of Federal 
Supply of the Treasury Department, pending development of a new broader 
regulation. ‘That work was largely completed in fiscal year 1950 and the regulation 
was issued early in the next fiscal year (August 25, 1950) as Personal Property 
Management Regulation No. 3. Since then it has been revised and improved, 
but the same general procedural framework is still followed, although the regula- 
tion itself has been codified in a new format as GSA Regulation, Title 1, Personal 
Property Management, with the previous subject matter contained largely in 
chapters III and IV. 

It was not until October 1950 that GSA’s 10 regional offices were organized; 
and the establishment of small staffs for a personal property utilization division 
in each office at that time marked the actual start of the present program. 


2. How the utilization program works 


The following is a brief summary of the procedures followed under the GSA 
regulation covering excess and surplus personal property. 

Property required to be reported to GSA.—In general, when personal property 
becomes excess to the needs of an executive agency, it is required to be reported 
to the GSA regional office for the area where the property is located, unless specifi- 
cally exempted by the regulation as described below. 

A copy of such report from civilian agencies is sent directly at the same time 
to the central screening unit of the Department of Defense, known as the Surplus 
Materials Division. That agency is given a 45-day priority period to determine 
if it can use the property, and endeavors to locate users within the various military 
services. Meanwhile, the GSA regional office has been endeavoring to find uses 
for the property among the various agencies within its region, by circularization, 
by special letters, by personal contacts, or other means, depending upon the nature 
and value of the property. Department of Defense excess property is handled in 
the same way, except that the central screening within that agency is done before 
the reports are sent to GSA regional offices. 

Only after all utilization efforts have been exhausted is excess property deter- 
mined by the GSA regional office to be surplus and released to the holding agency 
installation for disposal. 

To provide some flexibility and eliminate paperwork, an exception to the require- 
ment for reporting is provided for in the regulation when an agency knows of a 
need for its excess property by another agency. In that event it may transfer the 
excess without submitting a report of excess. 

Specific exemptions from reporting requirements.—Certain categories of excess 
property with limited utilization potential within the Government are exempted 
from this reporting requirement. These exemptions principally cover property 
under $100 in value; specific categories that only a very few agencies use such as 
aircraft and components, arms and ammunition, animals, vessels over 1,500 tons) 
and items of low-utilization potential, such as scrap, salvage, perishables, and 
dangerous property. However, agencies are admonished by the regulation to 
solicit, to the fullest extent practicable or economical, those agencies known to 
use such property, and wherever possible arrange for transfer. Thereafter, 
this nonreportable excess may be determined to be surplus by the holding agency. 
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Disposal of surplus by donation.—Section 203 (j) of Public Law 152, as amended, 
provides for donation of surplus personal property to certain institutions for 
educational or public-health purposes, including research. 

Service educational activities—If an educational activity of special interest to 
the armed services, as determined by the Secretary of Defense, has obtained 
approval by the Department of Defense for donation of specific items requested, 
such items, if and when determined to be surplus, are released for such donations 
and are not made available for donation for other purposes. This only applies to 
property of the Department of Defense. 

Donations for educational and public health purposes, including research.—Section 
203 (j) of the act provides that donation of surplus personal property may be made 
for educational and public health purposes, including research, if the Federal 
Security Administrator has determined that such surplus is usable and necessary 
for those purposes Accordingly, before surplus personal property is released to 
the holding agency for sale, with certain exceptions provided by the regulation 
it is made available for a period of 10 days, in the case of reported property, to FSA 
field representatives If an application and determination of usability and need 
by an authorized FSA representative, is submitted to the GSA regional office, 
the donation of such items may be approved; if so, such surplus items are released 
to the holding agency activity for disposal by donation in accordance with the 
application and a copy of the approved application accompanies the release 
The property then must be allocated by FSA and the holding activity given 
shipping or delivery instructions within 40 days from the date of the FSA deter- 
mination 

Nonreported property is also available to and screened by accredited FSA 
representatives for donation. Under similar procedures, the appropriate GSA 
regional office receives and considers the application with FSA’s determination 
of usability and need, and determines whether the property is properly non- 


reportable or not needed by a Federal agency. If approved, a copy of the approved 
application is sent to the holding activity. 
Disposal of surplus by sale Excess property, determined to be surplus and not 


approved for donation, may be disposed of immediately by the holding agency. 
in the vast majority of cases such disposals are made by holding agency through 
competitive bid sales offerings, usually issued by the field activity where the 
property is located. For these sales it is required that property shall be assembled 
into reasonably sized lots of like or similar categories of property, that sufficient 
time prior to the closing date for bids be allowed for inspection by potential bidders, 
and a standard form of contract is provided which, in general, applies the principle 
of caveat emptor in order to protect the Government as fully as possible against 
claims and litigation 


Results of the program, 

To give perspective, summarized below are the background and results of the 
utilization program for the period immediately preceding the establishment of 
GSA on July 1, 1949, and the period since that date. The term ‘excess’ started 
with the act establishing GSA Previously, all unneeded property was termed 
“surplus.” 

Fiscal year 1949 (July 1, 1948, to June 30, 1949).—Declarations of surplus to 
War Assets Administration were stopped July 1, 1948. By procedures issued 
by the Bureau of Federal Supply (Treasury), surplus was reported to that 
Bureau in Washington, but such property remained in the custody of the hold- 
ing agencies. To promote utilization of surplus, Federal Supply sent copies of 
surplus reports to the Federal Supply centers in the field, according to where 
the property was located, and copies of civilian agencies’ reports were also sent 
to a central screening unit in the Department of Defense. If transfers to other 
agencies were not requested in 40 days, the property was automatically released 
for disposal by the holding agency. Transfers between agencies were made 
without reimbursement, except in the District of Columbia where fair value had 
to be paid. Sales of released surplus were made by the holding agency, except 
in the District of Columbia where such sales were handled by the Bureau of 
Federal Supply by deducting its expenses from the proceeds of the sales. Dona- 
tions of surplus to educational institutions were made primarily by the military 
services under Public Law 889, 80th Congress. 

However, no special appropriations or personnel were available to Bureau of 
Federal Supply for this program. Consequently, supply center managers could 
devote only limited time and personnel to its operation. Results were as follows 
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Fiscal year 1949 


Surplus reported to Federal Supply: 


Number of reports ois veoh : 17, 921 
Line items___- - , 135, 457 
Acquisition cost $95, 612, 007 
Transfers to Federal agencies: Acquisition cost $10, 405, 509 
Percent of reported property transferred 10.9 


Fiscal year 1950 (July 1, 1949, to June 30, 1950).—General Services Adminis- 
tration was established July 1, 1949, by Public Law 152, 81st Congress, which 
also established a distinction between excess and surplus property, and required 
transfers of excess between agencies to be at fair value. Temporary regulation 
No. 2 was promptly issued July 1, 1949, which, in general, continued in effect 
previous Federal Supply procedures as used in fiscal year 1949, except that a 
temporary fair-value formula was established, and all agencies were required to 
dispose of their own surplus. Donations to educational institutions were 
broadened to include surplus from all agencies by issuance of temporary regulation 
No. 6 on September 13, 1949. 

However, Federal Supply Service still was hampered by lack of funds and 
personnel for this program as in the previous year. Results were as follows: 


Fiscal year 1950 


kxcess reported to Federal Supply: 


Number of reports 25, 630 
Line items 389, 470 
Acquisition cost $208, 937, 726 
Transfers of excess to Federal agencies: Acquisition cost $5, 196, 961 
Percent of reported excess transferred : 2. 5 


Fiscal year 1951 (July 1, 1950, to June 30, 1951).—The first quarter of this year 
saw a continuation of the situation as it was in fiscal year 1950. 


First quarter, fiscal year 1951 (under previous procedures) 


Excess reported to Federal Supply: 


Number of reports 4, 407 
Line items - 39, 684 
Acquisition cost $62, 433, 824 
Transfers of excess to Federal agencies: Acquisition cost $652, 561 
Percent of reported excess transferred 1.0 


However, on August 25, 1950, a new comprehensive regulation was issued by 
GSA (Personal Property Management Regulation No. 3). In August, also, all 
surplus disposals were halted to permit rescreening of surplus still on hand for 
defense needs. Furthermore, appropriations available in September 1950 per- 
mitted the establishment of small Personal Property Utilization Divisions in the 
central and regional offices. These were organized in October, and from then on 
operations were decentralized to the field offices and a more aggressive program 
was pursued. Promotional and educational work was undertaken within GSA 
as well as with other agencies. The new regulation and procedures eliminated 
the automatic 40-day release of excess, and provided for a better fair-value for- 
mula, circularization of excess to other agencies, closer control over approval of 
donations, better reporting of statistics and performance, better liaison with other 
agencies, and tighter controls generally. Public Law 152 was amended by 
Public Law 754, 81st Congress, September 5, 1950, permitting donations also for 
public health purposes, including research. As experience was gained, refinements 
and improvements were made in the regulations and procedures. Other actions 
and regulations issued by GSA also contributed to a greater awareness on the 
part of all Federal agencies to the importance of better and more complete utili- 
zation of Government-owned property. 

However, even in the last three quarters, it was some months before the new 
staffs were trained, new procedures were well understood, other agencies issued 
their own new internal procedures, those procedures got down to operating per- 
sonnel in the field, and the program began to gather momentum. 

Results for the last 9 months of fiscal year 1951 and subsequent periods are 
shown on exhibit A herewith. 
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4. Problems under the program 


(a) Complexity and widespread nature of program.—Every agency of the Govern- 
ment generates some excess or surpius property at some time or other. Property 
becomes obsolete, programs are completed or curtailed, agencies are abolished, 
items wear out, activities are relocated, needs change: all these situations and 
many more generate excess or surplus. The items run into the many thousands 
and are so varied that it would almost tax one’s imagination to name one that does 
not at some time appear as excess or surplus. The property can be located in 
thousands of places not only in continental United States but from Alaska and 
Hawaii to Puerto Rico. Some locations are huge military depots generating 
large quantities, some are small or isolated installations with few items. 

GSA has no control over the type or quantity of excess generated, when or from 
where will be reported; and usually has little or no advance knowledge on any of 
these factors. Emergencies often arise: locations must be vacated on short 
notice; property must be moved or disposed of promptly (as recently in the con- 
traction or liquidation of the emergeney control agencies): or agencies have some 
urgent need for certain items Agencies are more and more looking to GSA to 
help them in the solution of these emergencies 

As an overall responsibility, GSA must decide to what extent utilization efforts 
shall be pursued: what property should be released quickly; what property should 
be screened thoroughly for possible use in the Government; when are emergencies 
such that exceptions to the best procedures should be condoned: when do you 
insist that agencies accept excess property in lieu of new procurement; where do 
line between economical results and efforts that pass the point of 
justifiable returns 

That agencies should use excess property that the Government owns to the 
maximum extent possible is obvious, but this brief résumé indicates to some 
extent that the actual operations and decisions involved require a high degree of 
aggressiveness and good judgment, plus a staff adequate enough to effectively 
cope with the magnitude of the problems 

(6) Budget development and forecasting workload.—The problems outlined above 
suggest some of the difficulties in charting future workloads and budgetary re- 
quirements in order to meet the overall timetable for development of the Presi- 
ent’s budgets for presentation to the Congress. To illustrate, we are now en- 
deavoring to forecast how much excess property in the aggregate will be reported 
to the 10 GSA regional offices by all Federal agencies during the fical year 1955, 
and the staff and funds needed. Those estimates must be reviewed within GSA, 
then presented to and reviewed with the Bureau of the Budget. After adjust- 
ments are made and approvals obtained later this year, the estimate is prepared 
in final form for presentation to the Congress early in 1954. Yet, today, fiscal 
year 1953 is not ended and we are still not certain what the exact final workload 
and carryover from this year’s operations will be. Furthermore, the 1954 fiscal 
year’s operations have not even started, nor do we know what funds or personnel 
will be available for that year. Nevertheless, our ability to cope with our 1954 
workload has a vital bearing on the performance level we must estimate for 1955 
which is a 12-month period shat ends some 27 months from now. 

(c) Looking into the future In endeavoring to get some advance information 
as to potential workload we have tried to get some estimates from principal 
agencies. The Department of Defense generates today some 75 to 80 percent 
of all the excess generated within the Government, as disclosed by exhibits B 
and C attached. That agency, as well as others, has difficulty in predicting in 
advance what excess will be reported. On April 2, 1952, in response to a request 
by the General Services Administrator to the Secretary of Defense dated Feb- 
ruary 8, 1952, the Chairman of the Munitions Board estimated that excess to 
be reported to GSA in 1953 would be about $88 million, with the amount in 1954 
and 1955 about 10 percent plus or minus that amount. 

As the year developed it was apparent that excess was being reported at a 
much higher rate than the above estimate, and in response to a second request 
on February 12, 1953, the Munitions Board revised its earlier estimate to $160 
million for 1953; $166 million for 1954; and $172 million for 1955. Based upon 
our past experience and our own knowledge of certain current trends, we have 
serious doubts about the adequacy of this latest Department of Defense estimate 

Six other principal agencies in February 1953 were also asked for estimates of 
their excess for 1953, 1954, and 1955; the results of which are shown on exhibit C 
attached 

The difficulty of using and reconciling these estimates, in view of the budget 
development problem outlined above and the time lag before actual operating 
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results can be obtained from our regional offices and evaluated, is illustrated by 
the chronological arrangement of available data on exhibit ¢ 





(d) Adjusting workload to feasible size Exhibits A and C attached disclose 
that GSA originally estimated a large increase in workload for 1953 over 1952, 
but that the actual increase was still larger Furthermore, despite the fact 
that, by the most strenuous efforts, the amount of property that GSA has acted 
upon is very much greater than originally predicted, the amount of exeé still 
in process in regional offices is continuing to mount Briefly summarized, these 


figures for fiscal vear 1953 are as follows: 





} il year 19 
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Reduced from original estimate becau yf appropriation red 1 to approximately 


In addition, present indications point to an accelerated future increase in re 
ported excess coupled with the expectation that appropriations for 1954 are not 


going to be any larger (and might be lower) than the 1953 rate for this program. 

Based on these assumptions, the only practical solution is to reduce the current 
and incoming workload to a feasible size. Both the Department of Defense and 
SA have considered this approach and a plan for streamlining screening proce- 


dures for certain types of less desirable property has been jointly agreed to by the 
two agencies. However, the effects of this plan, which was first presented ir 
November 1952, will not begin to be felt for several months at least Meanw hile, 
with the increasing indications of still larger reports of excess ahead, this modi 
procedure does not appear sufficient to keep abreast of the indicated larger work- 
Joad, particularly in view of increasing pressure from the military services for 
rapid disposal of excess property to free needed warehouse space 

The above is a brief summary of the present program. Should further informa 
tion be desired, we will gladly endeavor to furnish it. 
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Development of Estimates of Future Workload - Personal Property Utilization Program, GSA 
Data in Chronological Order of Availability (From Left to t 
($ Million) 























F.Y. 1953 F.Y. 1953 | 
Est imated Munitions | 
Oct. - Nov. Board, DOD | 
° 1951 | Estimate | 
| 2/52 | 
ESTIMATES BY GSA OF FUTURE WORKLOAD £ 1% 
‘4 a. Carryover From Previous Year 68.8 | 
r b. Estimated Reportable Excess 
(1) Civilian Agencies 32.0 | 
(2) Department of Defense 102.0 88.0 
ann = gencies a 13.0 
c. "Nonreportable" Excess to be Approved 
‘Tor Donation 20.0 i a 
d. Total - New Workload se 154.0 
€, crand Total — Including Carryover 222.8 
f. Estimated Actions 138.0 ; 
&- ance — St n Process June 30 61.8 | 
|_F.Y. 1952 
| Data Available 
7/20/52 
2, ACTUAL WORKLOAD | §$ 
a. C over From Previous Year 4306 
b. New a oad 
(1) Reported Excess | 82h 
(2) "Nonreportable" Excess Donations | 
° — New Workloa | 8 
c. Total Workload - Including Carryover | 142.2 
d. Actions Sal eh ee 
e. Balance - Still in Process } 30.5 








F.Y. 1 Fiscal Year 1 
Munitions | Data Available 2 


| Board, DOD Reportable | Not Report-| Total 
Estimate to GSA able to GSA| Excess 
- 4/2/52 _ | 
3. DATA FROM QUARTERLY REPORTS OR s 
ESTIMATES AGENCI 


- Civilian Agenci 
r (1) Department of Agriculture 
(2) Atomic Energy Commission 
(3) Department of Commerce 
(4) Department of Interior 
(5) Department of Treasury | 
(6) Veterans Administration | 
otal - 6 Agencies 


~ ne «he ee ae 
(7) Other Civilian Agencies 
Toul — AIT Cieilian Igencies 


b. Department of Defense 88.0 
(Reportable 







c, GRAND TOTAL - All Agencies 





Exhibit C 












lst 6 Mos. F.Y. 1 
Data Available Mar. 
Reportable | Not Report- 











Total 





Report— jot Report— | Total 









Reportable 




















=o able to GSA, to GSA able to GSA | Excess able to GSA | Excess 
eel bei i 
\$ 
| 1.0 
| 28,0 
| 4.5 
| 2-9 
} 2-5 
Die |___ 28 | 
41.7 
Se 20.0%) 
61.7 
7127 251-9 329.6 886.0 
G05 268.0 | 362.5 | 947.7 


“Estimated by GSA 


33459 O - 53 (Face p. 146) 
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TESTIMONY OF ROBERT G. WINCKLER, DIRECTOR, PERSONAL 
PROPERTY UTILIZATION DIVISION, FEDERAL SUPPLY SERVICE, 
GENERAL SERVICES ADMINISTRATION 


DONABLE SURPLUS PROPERTY PROGRAM 





Mrs. Harpren. Mr. Winckler, will you indicate how reliable the 
estimates of excess property have been from the military, the Atomic 
Energy Commission and other agencies in the last few years? 

Mr. Winckter. I will be glad to, Madam Chairman. 

With your permission, may I just make a brief statement about the 
overall picture? 

Mrs. Harpren. Certainly. 

Ir. Winckuer. I think it is most important to try to put this pro- 
gram in perspective a little bit. Our statement gives a lot of detailed 
statistics and facts that are pretty dull. The biggest factor with us is 
the tremendous volume of excess property that is reported to us by 
various agencies. 

In the first 8 months of this current fiscal year the reported excess 
volume was at the annual rate of 424,000 line items. A line item is an 
item — non one line of a form 120 report. It may be for 1 machine 
tool or it may be for 100,000 units of some gadget. That is about 
1,625 teens aday. In other words, in the 5 days that this committee 
has been sitting about 8,125 additional items have been reported to us. 

In ac ape to that, we have scanned about $70,000 a day of prop- 
erty that we describe as nonreportable excess. This is not ordinarily 
reported ‘ta us as excess, but we screen proposed donation applications 
for such items before donation is approved. That alone amounts to 
about $350,000 in the same 5 days. 

The composite of these 2 categories is about $900,000 a day, or 
about $4,500,000 just in these past 5 days that we have been here. 
Furthermore, that is merely at the average rate of the first 8 months 
of this vear. Todav that rate is just about double what it was for 
the 8 months’ average. We are now getting new workload at the rate 
of about $1,800,000 worth of property in those 2 categories every day. 
In other words, at this new rate about $9 million additional workload 
has been received by GSA in 5 days. 

You would have to stretch your imagination to find an item that 
doesn’t appear to become an excess item at some time or other. We 
have said facetiously that it runs from shoe laces to ships’ anchor 
chains, and so help me, we actually got a tremendous declaration of 
shoe laces just recently, almost 300,000 pairs, close to $30,000 of shoe 
laces. We have had chains, too. Whether it was anchor chain I 
don’t know, but it was awfully heavy chain, from the Navy. 

I have referred to 424,000 items at an annual rate, and today our 
reported excess is running double that rate. To dramatize what such 
a figure that means, that is about the population of Indianapolis. In 
your State, Mr. Meader, it is equivalent to about the combined popula- 
tions of Flint, Grand Rapids, and Jackson. Every line item is a differ- 
ent problem. What vou do to get utilization of shoe laces is much 
different from what you might do with a machine tool or any one of 
the many other gadgets. 

The General Services Administration today is caught between 
three cross-fires or conflicting factors. First, we have a relatively 
small staff and a limited appropriation. Second, we are fighting a 
rear-guard action for maximum utilization of this property reported 
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to us. Our men in the field are working day and night to try and get 
utilization of this property. At the same time, as the third factor, 
we are getting increased pressure from the Department of Defense, 
the Atomic Energy Commission, and other agencies, and properly 
enough, for speeding up this whole process. Something is going to 
give. You cannot have a workload that is getting bigger and bigger, 
a static force, and a pressure to get rid of the property, without some 
utilization suffering. 

I wanted to make those general remarks first, because then when you 
talk about 5, 6, or a dozen individual items such as has been done this 
week, it seems to put them into their proper perspective. We work 
hard to get utilization on each one of these various items as best we 

can in our regional offices, but after a while you have to give up. 
Y ou cannot justify holding on or delaying the disposal of this property 
indefinitely; yet there are times, frankly, when you feel sick about 
giving up the utilization efforts in this program. However, it is too 
vast a program and there are too many pressures to hold on to this 
property indefinitely. 

The results of this program are shown in our statement, from which 
I would like to point out a few figures. 

In 1951, shown on exhibit A, we transferred for utilization in the 
Government about $13 million worth of property. Our appropriated 
funds for that program were about $266,000. In other words, the 
ratio was 50 to 1; we got transfers in the Government of about $50 
worth of property for every $1 appropriated. 

In 1952 the ratio went up to $74 to $1. We got $36 million worth 
of utilization for an appropriation of about $486,000. 

In 1953 we only have 8 months’ figures, of course. Our. total 
appropriation is just about the same as last year, and I think our 
utilization transfers probably will run in the neighborhood of $30 
million, which is at the rate of about $60 for $1 expended. I don’t 
know any program, frankly, that pays off on as high a ratio as that. 
I was pleased at some of the questions about utilization of property 
that the committee members asked this week because they are the 
sort of questions we are asking ourselves, and that we are asking 
other agencies. All I can say is that we are fighting this very battle 
of economy in the Government and have been for 3 years under this 
program. 

At the end of 1952, we felt that we were beginning to see daylight. 
From exhibit A you will notice that at the end of 1952 we had 
$30,500,000 worth of excess property still in process in our regional 
offices. We had acted on about $112 million worth. In other words, 
we had a little over 3 months’ work in the “pipeline.”” You must have 
work in the “pipeline” in our regional offices to keep going at full 
steam ahead of them. We have had the feeling that if we could get 
our work in process down to about 2 to 3 months workload, that was 
getting down pretty close to what it should be. As we have looked at 
property and gained experience over the past 3 years, we could see 
that there is not much use trying to get utilization of some of the 
items. These we release back quickly as surplus to the reporting 
agency. On other items we take a middle course, and on the more 
desirable items, we just don’t like to give up and we hang onto it and 
fight for its utilization as long as seems re asonable. Under an internal 
procedure, before we release property as surplus in the field, if a line 














150 DONABLE SURPLUS PROPERTY PROGRAM 


item is over $10,000, acquisition cost, it is referred into Washington 
for a last-minute review and to see w hether we have any further 
suggestions. Also, during our screening in the field, our regional 
offices often call on us for help because there is a lot of buying or 
planning by agencies, such as the AEC, that only their central offices 
know about. As a result of these referrals to us in W ashington we 
have been instrumental in getting various agencies to use property or 
to reconsider using property that they may have reported as excess. 

Getting back to your opening question, Madam Chairman, the 
problem of guessing what our future workload is going to be, is one of 
the hardest jobs that we have. The military services give us the 
greatest problem, for two reasons. We recognize that their problem 
of developing estimates internally is much “harder than any other 
agency because of the vast size of the military, but at the same time, 
their estimates are, the most important to us. Seventy-five to eighty 
percent of the property reported to us comes from the ‘Department of 
Defense. That means there is about four times as much from that 
agency as from the other forty-odd agencies of the Government put 
together. So the accuracy of our guess or their estimate of the volume 
of Department of Defense excess property determines pretty much 
what our problems are going to be. 

This rough chart may show you this point a little more clearly. 
This first green line was our original estimate as to how much excess 
property would be reported to us in 1952 by the Department of 
Defense. We estimated that in 1952 we would have about $85 
million worth reported from the Department of Defense. After the 
facts, some time later, we found that they had only actually reported 
about $56 million to us. That is this little red line on the chart. 

We have been talking for about 2 years about an upsurge that would 
come from the Department of Defense. We thought it would start 
in fiscal year 1952, but it didn’t. 

So, notwithstanding the relatively low rate at which the Depart- 
ment of Defense reported excess to us in 1952, we estimated $102 
million from Department of Defense for 1953. 

Then on April 2, 1952, in reply to a letter that Mr. Larson addressed 
to the Secretary of Defense on February 8, 1952, the Chairman of the 
Munitions Board estimated that they would report to us in 1953 the 
amount of $88 million. We had made our own estimate at $102 
million when developing our budget presentation about October, 
1951. In our statement you will notice a paragraph outlining the 
distance ahead that we must estimate for budget purposes. It looked 
as if our $102 million was pretty safe since we were considerably 
higher than the Department of Defense estimate. Then as our 
operating results from the field began to flow in, in the fall of last year, 
we reevaluated our estimate and it still looked like about $103 
million. But by about January and February of this vear we saw 
that apparently something was happening, and it looked to us as if 
the estimate of $88 million for the Department of Defense was much 
too low. Our figures for incoming workload looked like about $147 
million from the Department of Defense. So our Acting Adminis- 
trator asked the Secretary of Defense in February again of this year 
for a fresh estimate. The resulting new estimate of the Department 
of Defense of February 27, 1953, showed an estimate of $160 million 
for 1953, compared to the $88 million estimate of April 1952. Now, 
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with 2 or 3 more months’ actual operations behind us, we would make 
a guess right now that the actual amount of excess reported by the 
Department of Defense to GSA this year will be closer to about $250 
million. 

We also asked the Department of Defense for its estimates of 
excess to be reported in fiscal years 1954 and 1955. In the February 
27, 1953, letter they estimated $166 million for 1954 and $172 million 
for 1955. But, as Admiral Ring indicated yesterday, he has written 
a letter to Mr. Forbes on April 14, 1953, and in that letter he 
expressed his belief that the excess to be generated will exceed 
their forecasts. 

You may be curious about these long blue lines on this chart. 
There are two classes of excess property: property reportable to the 
General Services Administration, and property that is not reportable. 
The nonreportable property is largely scrap, salvage, highly tech- 
nical property that only a few agencies use, dangerous property, 
perishables—items for which there is no use putting them through 
an expensive reporting process. That nonreportable property is by 
far the biggest volume of excess and surplus that the Department of 
Defense generates. These blue lines are the estimates for such items. 
When related to the red lines you can see that they far overshadow 
the reportable property. In fairness to the Department of Defense, 
these blue lines, while they are based on dollar values, are better 
indications of bulk, rather than true value of the property, because 
a good deal of it is in the scrap and salvage category. Much of it 
is in such low condition that we do not have it reported to us. There 
is also included certain highly technical property used by only a few 
agencies, such as technical hospital and medical supplies that only 
the Department of Defense and the Veterans’ Administration use 
in big volume. The great bulk of this nonreportable property we do 
not see. The holding agencies themselves determine that property 
to be surplus under our regulation. 

This nonreportable property that the holding agencies determine 
surplus themselves is made available for donation to the State educa- 
tional and public-health people through the former Federal Security 
Agency (now the Department of Health, Education, and Welfare). 
We require that the Department of Health, Education, and Welfare 
submit to us a determination of usability and need with a list attached 
itemizing the nonreportable property that is desired for donation. 
We look that over to see whether the property is really nonreport- 
able property, that the agency has not made a mistake and included 
some property that should have been reported to us, or even if i 
is nonreportable, to see if we know of an agency that has some 
need for it. We are not so popular with some of the State boys 
because of property that we take off those lists. They say they go 
to the trouble of screening and listing the property, and then General 
Services Administration takes it aw ay from them. We have discussed 
this in meetings with them, and while we are sympathetic with the 
point they make, we point out that as good citizens they have got to 
recognize that Federal utilization comes first. They recognize this, 
too, but are still not too happy at times. 

Our statement also shows the estimates of expected excess that we 
have received from the principal agencies of Government. We have 
not required all agencies of Government to estimate what their ex- 
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pected excess property will be for 1953, 1954, and 1955. We have 
estimated that ourselves for the smaller agencies. Even if we should 
be wrong by a fairly good percentage in our own estimates for those 
agencies, and we don’t think we are, the effect would be rather incon- 
sequential in the overall estimate. 

Mrs. Harpen. Yes. Have you been able to properly gear your 
program to such variable standards? 

Mr. Winckier. You mean these variations? 

Mrs. Harpen. Yes. 

Mr. Winckuer. Well, I would say it has been most difficult because, 
once the budget process has been set in motion, it is very hard to 
change those estimates. They go through a long process of prepara- 
tion, being submitted for various reviews and clearances, and finally 
they come to the Congress for the appropriation. You cannot keep 
changing your budget presentation, even though figures may change 
as the operation unfolds. You are stuck with a rather rigid appro- 
priation process. We talked in GSA last summer and fall about the 
possibility that, if our estimates prove faulty in actual operation in 
1953, we might have to consider a supplemental appropriation some 
time in the spring of this year. Well, I do not have to belabor the 
point that, from what happened between last fall and now, there has 
been no atmosphere for development of a supplemental appropriation. 
In fact, our appropriation for next year is based on continuing our 
staff at approximately the current rate. 

Mrs. Harpen. What specific suggestions do you have for improving 
the program, Mr. Winckler? 

Mr. Winckier. Do you mean the donation program, the principal 
topic of the committee? 

Mrs. Harpen. Yes. 

Mr. Winckter. The basic problem is a matter of policy with Con- 
gress, as Mr. Meader said earlier this week. It is a question of overall 
national policy regarding State aid; how much the Federal Govern- 
ment wants to aid the States and whether that aid is given in property 
or in money. Just looking at it administratively from GSA’s view- 
point, if the donation program should be wiped out, obviously it 
would help us in eliminating some clerical and procedural headaches. 
I am not advocating that. I do not feel it is our place to be pro or 
con on this policy point as to whether there should be donations to 
the States. I have a strong feeling that the present program of dona- 
tions, with the safeguards that both we and the Department of 
Health, Education, and Welfare have instituted, is far better than 
the previous conditions that the great bulk of the General Accounting 
Office report describes. I think there is now a conscientious effort on 
the part of the State agencies to use this property properly. I have 
the feeling that there could be some strengthening of the law, such as 
requiring each State to set up a separate organization for handling 
donated property, with greater requirements, with compliance respon- 
sibility, audited reports, complete records, and periodic reports to 
the Department of Health, Education, and Welfare. 

I would like to comment about the point that has come up several 
times this week about charging the States for this property. That 
again is a question of national policy, but I can see where GSA might 
be tremendously affected by such a requirement if written into the 
law in such a way as to make the determination of the amount to be 
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charged very complicated. A flat percentage of acquisition cost 
might be workable, but if it was based on a percentage of appraised 
or fair value you would have endless problems of assessing values on 
thousands of items of personal property in varying conditions of 
usability. You would have all sorts of people crawling over property, 
auditing and reauditing, to determine what the = value should be. 

Mrs. Harpen. You have spoken of the policy, but do you feel that 
the operation of the program could be improved? 

Mr. Winckuer. That is, the clearance procedure and the screening 
for the overall utilization program? 

Mrs. Harpen. Yes. 

Mr. Winckter. I| would say that it is largely a matter of manpower: 
to what extent we are going to have the people to really fight, in a 
sense, to get utilization, because it is a “selling” job. If we have 
‘nough people we will get a higher percentage of property utilization 
in the Government; also, we can keep up a fast rate of actions and 
still work effectively on the property. But if we are going to have to 
eliminate more and more property from screening to keep current 
with this workload, | think the situation is going to get worse rather 
than better, so far as utilization is concerned. 

I believe that the Department of Defense is sincerely trying to get 
maximum utilization within the three military services but I think 
their great problem is the problem that we have, the infinite variety 
and volume of the property. It reaches the point when you get such 
a volume that the processing very often may become mechanical. 
The PQ plan that Admiral Ring referred to includes a great improve- 
ment for internal screening within the Department of Defense. They 
are going to break down the better “P”’ property by commodity groups 
and circulate property in e ach commodity group to particular com- 
modity specialists. ‘That will reduce the amount of paper they will 
have to look at. However, I must confess that I frequently wish 
that the screening unit within the Department of Defense were at a 
higher level with greater authority to force acceptance of and recep- 
tivity to excess property. 

Mrs. Harpun. Admiral Ring indicated that he thought the screen- 
ing processes took too long. Do you care to comment on that? 

Mr. Wincxter. That is part of the current pressure. We cannot 
keep up with the incoming workload in our regional offices. We are 
way behind a 3 months rate of work in our “‘pipeline,”’ and from that 
standpoint it is taking too long. That is why we must take some 
drastic measures to reduce the amount of property reported to us, 
eliminating first the property with the lowest utilization potential, of 
course. If it is not going to be worked on actively by GSA, there is 
no point in having it reported to us. 

Mrs. Harpren. Do you have any questions, Mr. Meader? 

Mr. Meaper. Yes, I do. 

Mr. Winckler, could you give the average length of time from your 
receipt of the declaration of surplus until it is picked up by these 
educational and health institutions? What I am trying to get at is 
the cost of handling donable surplus. 

Mr. Wincxtrr. After it is made available to them and picked up 
by them? 

Mr. Meaper. Yes. 
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Mr. Winckter. Well, our regulation requires that just before we 
release property to an agency for disposal we give the Department of 
Health, Education, and We Ifare 10 days to determine if this property 
is usable and necessary for their purposes. If we approve that deter- 
mination, the State agencies are given 40 days to pick up this property 
and remove it. Now, that is a theoretical 50 days that is involved 
in donations. Actually, we have done many things to help both the 
Federal Security Agency due to their shortage of help over the past 
couple of years when their appropriation was cut, and the State boys 
in giving them an opportunity to consider this property tentatively 
on paper prior to the 10-day period we are supposed to give them. 
Through the DHEW, we let them look at our excess lists or actual 
copies of the form No. 120. We have loaned them copies of reports 
while we are still trying to get Federal utilization so that they can 
get their ideas together and decide whether or not they want the 
property so that if and when we do release the property they have 
made their determination. We thus try to approve the donation at 
the same time we are ready to release the property. After that point, 
if the State agencies do not pick up the property or move and get rid 
of it in 40 days, the holding agency can go ahead and sell it. There 
are times when the State agencies pick it up in much less than 40 
days. Sometimes they may take a little longer, but most agencies 
are cooperative, so long as they know that a State agency is going to 
pick it up. 

Mr. Mraprer. When you say pick it up, do you mean physically 
take possession of it? 

Mr. Winckter. Forty days is the period within which the State 
agencies either give shipping instructions or send trucks and pick it 
up. I think I am correct that the majority of it is picked up by truck. 

May I also say that this donation program has its advantages to 
the Government, leaving out the policy question of State aid. I 
don’t think there is any doubt that it is administratively cheaper 
in many cases for the Government to donate property than it is to 
sell it; and quicker. The vast majority of Government sales are by 
competitive bid. You have to make up formal listings with various 
terms and conditions of sale, which are sent to prospective bidders. 
You have to give the bidders time to come in and inspect the property. 
The bids have to be abstracted, high bids determined, awards made, 
and deposits and final payments processed. It takes time and costs 
money to sell goods, also. I believe Mr. Farrell said he was sure that 
many of the military installations would prefer to donate property, 
especially so for the smaller lots, which I think is what he had in mind. 
It is quicker and easier to get rid of small lots of property by donation, 
I think, in many cases. Consequently, I don’t think that you could 
say that it always costs the Government something additional to 
donate property. 

You were talking about warehouse costs. You would have to keep 
warehoused property in the warehouse if you were going to sell it, moe 
the chances are you would keep it there just as long. Suppose we 
release property today and the State agencies have 40 days in which 
to pick it up. I doubt that an agency could prepare a sale, get out 
the offering and have the property awarded and disposed of in less 
than 40 days. In many cases, agencies will probably hold property 
until it can be put together with other items for a larger sale. That 
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might take at least 40 days and it might take as long as a couple of 
months. 

Mr. Meaper. I am not sure I follow the point you are trying to 
make, but isn’t it clear that where you give these agencies the option 
within a certain length of time to take this property or not take the 
property that it delays your sale program by the time that this option 
is available to them? 

Mr. Winckuer. The actual decision as to whether or not donees 
want the property is made within a 10-day period. As I said, by 
working with both the Department of Health, Education and Welfare 
and the State agencies we endeavor to have that period coincide with 
the same period of time in which we are trying to get utilization. It 
is a sort of concurrent screening of the property so that we will not 
have to use an additional peried of time. 

In the past when the Federal Security Agency appropriation was 
so small they had the greatest difficulty with this time schedule and 
some of our regional offices allowed them to run over the 10-day per- 
iod. To that extent we may have stretched out the period, but that 
is being corrected by their improved appropriation structure. 

Mr. Meaper. Your exhibit A doesn’t actually show what was 


donated, unless it is this column that says “approved for donation,” 
this column here. 


Mr. WinckieEr. That is it. 

Mr. Mraper. Do you mean it was all donated? 

Mr. Winckter. Yes, that is property that we actually approved 
for donation, after the DHEW and the State boys made their deter- 
mination that they wanted this property. You will notice this col- 
umn is broken down into two principal amounts. For example, i 
1952 the total was $37.4 million. $20.7 million was from property 
reported by various agencies of the Government. The $16.2 million 
is the so-called ‘‘noareportable” property, the lists of which we con- 
sidered before we approved the donation. 

Mr. Mraper. Those figures seem to be awfully small to me. 

Mr. Winckter. In 1952 that is over $3 million a month. In 1953 
it is $33 million in 8 months, which is over $4 million a month, which 
ties in pretty well with the DHEW figure. They said $4,500,000 to 
$5 million. 

Mr. Meaper. Let me ask this question, is it your contention that it 
does not cost the Government anything to handle this donable surplus 
property program? 

Mr. Wrinckuer. I didn’t mean to infer that. I meant that if you 
eliminated donations completely you would pick up some added selling 
costs. So if you try to evaluate what it costs the Government to 
donate property, you should consider also, the added costs for selling 
the property. 

Mr. Pitcuer. You could handle that as cheaply as a sale. 

Mr. Winckier. You might ask what the donation program costs 
GSA. Undoubtedly it costs us something. I could not give you any 
more than a rough estimate as to what it costs us, because our men in 
the field are doing this work along with their other utilization activi- 
ties. I would make a rough guess of perhaps 5 to 10 percent of our 
activities might be the result of added clerical work on this donation 
program, which would be around $25,000 to $50,000. 
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Mr. Meapenr. I notice on your exhibit B you have surplus donated 
$18,431,000. But your exhibit A shows approved for donation $33 
million. 

Mr. Winckuer. Well, that is explained partially in this way: 
Exhibit B covers only a 6-month period in 1953, whereas in exhibit A, 
the bottom figure of $33 million is for an 8-month period. Then you 
will note by the “hedge clause” at the top of exhibit B, under the 
heading, these data are from quarterly reports submitted to us by 
other agencies. They will never be exactly comparable to the figures 
we prepare ourselves from our own internal operations in the field. 
They are different because there is a difference in time lag and sources. 
There will be only an approximate correlation between these figures 
and our operational figures. 

Mr. Meaper. The last column on your exhibit B is what you 
received? 

Mr. WinckLer. Not we; the Government as a whole. 

Mr. Meaper. A little bit under $20 million? 

Mr. Winckier. That is for 6 months in 1953. 

Mr. Meapver. That does not include the receipts from this non- 
reportable, does it? 

Mr. Wincker. Yes, that includes the total proceeds from surplus 
sold in that period, reportable and nonreportable property. This is a 
composite figure. You will notice it starts at the left-hand column: 
“Excess reported to General Services Administration,”’ then “Excess 
not required to be reported to General Services Administration,’’ and 
the third column is “Total excess generated.” 

Mr. Meaper. I had the impression that you were getting a return 
of about 20 percent. 

Mr. WincKLER. As a matter of fact, look at the figures for civilian 
agencies alone. In the 1993 6-month period the total civilian agencies 
sold $15.1 million worth of property and received $3.2 million. That 
is just about 20 percent. But the factor that brings down the overall 
percentage is the Department of Defense figure: They sold $285 
million worth and got $16.7 million, which is a little less than 6 
percent. 

Again, in fairness to the Department of Defense, as I said before, 
these big figures here include excess and surplus property not reported 
to us, which covers the lowest category of property, the scrap, the 
salvage, the parts of wrecked airplanes. ‘They are all carried at 
acquisition cost which is the only constant figure available. Worn- 
out property that is nothing more than a pile of junk will bring only 
a scrap price, and they have more of that than any other agency. 

Mr. Meaper. Can you tell how much of this $16 million Depart- 
ment of Defense property was reportable and how much _ non- 
reportable? 

Mr. Winckier. No; there is no way of breaking that out, and I 
wouldn’t know how to do it. 

Mr. Meaper. You don’t sell it? 

Mr. WincKuier. No; we don’t sell it. That is another misconcep- 
tion that is quite current in the Government. We do not sell surplus 
property for other agencies of the Government, with minor nominal 
exceptions. Generally speaking, we release property back to the 
agencies as surplus and they dispose of it themselves. I am talking 
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about personal property, but Tom Peyton will tell you it is a different 
situation when it comes to real property. 

Mr. Meaper. They do not keep separate records for reportable 
and nonreportable? 

Mr. Winckter. Not when it comes to the part that is finally sold. 
It gets over to the disposal officers’ hands and they dispose of it all as 
surplus. 

There is another point that should be made. You cannot possibly 
reconcile these end-result figures of surplus sold in a given period on 
the quarterly reports with the figures for excess on the same report. 
They may have sold in the first 6 months a lot of surplus property 
that had been reported as excess in previous periods. 

Mr. Meaper. That is all I have. 

Mrs. Harpen. Do you have any further statements to make, 
Mr. Winckler? 

Mr. WINcKLER. Well, I could go on talking about this for several 
hours, but I would rather be at your disposal, Madam Chairman. 

Mrs. Harpen. Do you have a question, Mr. Ward? 

Mr. Warp. Yes. Do you feel, Mr. Winckler, that the screening 
periods could be reduced to take care of the urgency that the military 
mentioned? 

Mr. WincKuER. Only really at the sacrifice of utilization in the 

Government. I feel that there is an irreducible minimum of time 
required. If you have enough people to handle a given volume of 
property within that irreduc ible minimum, that is as far as you can go. 
As you get more property than the staff can handle, you lengthen out 
those time periods. The only way then to reduce the time is to elimi- 
nate additional property. I think the irreducible minimum for prop- 
erty reported to us, if we want to do anything effective about getting 
utilization, is about 2 to 3 months. 

Mr. Warp. I am trying to evaluate the cost of holding property 
for 2 or 3 months in $6 or $8 space against the amount recovered 
from sale. That, unfortunately, was not developed yesterday 
because Admiral Ring did not have the figures. But say the military 
have $2 billion worth of property that will be declared in the next 
vear. That will occupy several million feet of space, whatever it 
might be. They are renting space, millions of feet of space, and they 
have billions of dollars worth of property that should be put under 
cover that will depreciate otherwise if it is left out. You have a loss 
if it is not under cover and you have a loss in the use of your space. 
Where is the dividing line between holding it at a high cost in valuable 
space for screening and then selling it at a low figure? What is 
the best solution to the overall problem? 

Mr. Wincxier. Much of this property is in outside storage. 
It is not all in rented space. A lot of this is in Gov ernment-owned 
space. If it did not go through our screening process, look at our 
utilization transfers, which might be lost. The savings by those 
transfers would pay for a lot. of warehouse space. They would 
still want to put it through their own internal screening, also, which is 
a long pocess. 

Mr. Warp. How long is that? 

Mr. Winckuer. It varies widely. I have seen reports released 
to us on property that had a date as far back as a year previous. 
They are suffering in their central screening unit with the same 








158 DONABLE SURPLUS PROPERTY PROGRAM 
problem that we are: The terrific volume has put them behind the 
schedule they would like to keep. 

Let me give you an example. This just came in, unsolicited, from 
our Denver, Colo., office. ‘They analyzed the reports received from 
the Department of Defense for the first 6 months of this fiscal year 
and the reports for the next 3 months, that is, the first 3 months of 
the second half of the year. It so happened that there were 385 re- 
ports in the first 6 months and 368 reports in the next 3 months; 
almost as many in the 3 months as there was in the first 6 months. 
This bears out our figures, of just about double the rate now compared 
to the early part of the year. 

In the first 6 months, 73 percent of those reports were from 2 to 4 
months old. Twelve percent were 5 months old, and 15 percent were 
from 6 to 11 months old. In this last 3 months, the 2-month-old 
report disappeared completely ; in 3- to 4-month-old reports, there were 
only 31 percent. ‘That is a drop from 73 percent. The 5-month-old 
reports jumped from 12 percent to 18 percent; and the 6- to 12-month- 
old reports jumped from 15 percent to 51 percent, showing that they 
had many reports that were taking a lot more time within the De- 
partment of Defense. I do not say that critically, because I think 
the reason for it in many cases is the same reason that we have for 
being reluctant about releasing property as surplus for disposal. 
They are hesitant about releasing it to us as excess to DOD. They 
are trying hard to find utilization in the Department of Defense, and 
some of these old re ports probably covered property that looked par- 
ticularly desirable to the screening unit or somewhere along the chain. 
Within DOD the report comes from the installation to ‘the control 
point, then to some higher echelon for review, and then it goes to the 
central screening unit and is screened between Army, Navy, “Air F oree, 
Marine Corps, Engineers and all the rest of the services. That overall 
process takes a good time. 

What always annoys me is that the General Services Administra- 
tion is on the defensive because we happen to be in the unfortunate 
position of being at the tail end of the process. By the time the 
report is released to us, the poor installation that originally made the 
report, under some directive about reducing inventory levels, has had 
the property on their hands for months. They are sick and tired of 
seeing it, and probably inspectors or reviewing officers are saying 
“Why doesn’t this property move’’? 

Someone probably says “It is in GSA hands.’”’ So we become the 
archcriminal in this deal, at the tail end of the process. 

Mr. Warp. Based on the figure Congressman Meader discussed 
and the recovery rate in the military versus the civilian, would you 
say it would be better to shorten the screening period in the military 
rather than shortening it in the General Services? 

Mr. Winckuer. I don’t know how I can evaluate that. I don’t 
know how efficient or effective that would be. 

Mr. Warp. In these figures you gave it shows that the recovery 
rate is higher in GSA. I know there are all different kinds and con- 
ditions of property, but it would seem offhand that it is more profit- 
able—the screening done at the GSA level than at the military 
(SMD) level. 

Mr. Wincxter. I don’t see how you can get that from our figures, 
in fairness to the Department of Defense, because we do not show 
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the internal transfers in the Department of Defense. It isn’t excess 
until the Department of Defense finishes its internal screening and 
it is released to us. 

Incidentally, some of the discussion before the committee points 
up the need for a third term, to designate property that is excess to 
an individual segment of an agency but not excess to the whole 
agency. I tried to coin a term some time ago, called intraex. That 
is, property being screened internally but which is something short 
of true excess. 

Mr. Warp. Because of the variable nature of this program and the 
difficulty of operating on a fixed budget, have you ever brought up the 
idea to the Bureau of the Budget or Congress about operating on a 
handling-charge arrangement or using the proceeds from property 
sales so that you could take care of the fluctuations in the volume 
that occur in this operation? 

Mr. WINCKLER. Quite frankly, we have not. One of the principat 
reasons is that the actual proceeds, in general, do not flow to us. The 
only proceeds that we have control over are from the surplus property 
that General Services Administration itself generates and sells, and 
that is a small amount. Even if we took all of those proceeds, they 
probably wouldn’t be as much as our present appropriation. We 
would have to dip into the proceeds from the sale of surplus from the 
Government as a whole. 

Mr. Warp. I understood from Admiral Ring’s testimony that it 
would be helpful from the military point of view if a fixed period were 
given for screening in the General Services Administration so that the 
holding agency would be free to dispose of it if you did not give a 
clearance within that period of time. 

Mr. Winckter. That is part of this pressure we are getting to 
speed up the process. Of course they would prefer that; then at the 
end of 30 or 60 or 90 days they could go ahead and dispose of it, 
regardless of whether we have been able to get utilization in that 
period of time. But I don’t think that is the way, really, to get 
maximum utilization in the Government. We had that procedure 
before this present regulation was issued in August 1950. There was 
an automatic 40-day period, at the end of which period, if utilization 
had not been accomplished, it was disposed of. That would work if 
you had enough people to get maximum utilization within 40 days 
or any other fixed period; and if you haven’t, you will have more 
and more excess property determined to be surplus and disposed of 
by donation or sale. Then the number of cases such as we talked 
about this week relating to copper cable, or lead-covered cable or 
binoculars, would grow in proportion to the volume of property that 
you do not screen. 

Mr. Warp. Thank you. 

Mrs. Harpen. Thank you, Mr. Winckler. 

We will now hear from Mr. Thomas L. Peyton, Director of the 
Surplus Real Property Division, of the General Services Adminis- 
tration. 

You need not repeat your statement, because the statement will 
be put in the record; but merely highlight it for our benefit. 

(The prepared statement follows:) 
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GENERAL SERVICES ADMINISTRATION 


Statement for Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House of Representatives, Congress of the United 
States, submitted by Thomas L. Peyton, Director, Surplus Real Property 
Division, GSA 


DISPOSAL OF SURPLUS REAL PROPERTY FOR HEALTH AND EDUCATIONAL PURPOSES 


It is believed appropriate to present a brief résumé of the legislation enacted 
in the past by the Congress, governing the disposition of real estate, for public 
use, on the premise that it is the wish of the Congress to continue some form of 
aid to States and their political subdivisions and instrumentalities for educational 
and public health purposes, whereby real property which is surplus to the needs 
of the Federal Government may be transferred, at fair value less some public 
benefit allowance. 

The first = of a general character was Public Law 330, 74th Congress, approved 
August 26, 1935 (49 Stat. 800, U. S. C., title 46. sec. 345b), copy of which is 
enclosed tT lis act provides in substance that certain Federal buildings and 
sites thereof under the control of the Treasury Department (predecessor in 
function to the General Services Administration), for which it has been determined 
there is no further Federal need, may be sold to States, counties, municipalities, 
or other duly constituted political subdivisions of the States for public use at a 
purchase price of not less than 50 percent of the appraised value, the appraisal 
to be made by the Treasury Department. 

The legislative history of Public Law 330, 74th Congress, indicates that in 
the past many bills had been introduced in Congress calling for the donation of 
old Federal buildings and their sites to cities to be used as libraries, museums, 
city halls, and for similar purposes. In some instances valuable properties would 
be donated to municipalities by the enactment of individual bills of this nature 
and deprive the Government of monetary return, while there were other instances 
where the enactment of measures conveyed Federal buildings to cities, which 
were in the interest of economy because, in these latter cases, the properties were 
more of a liability than an asset. In reporting the bill which became Public 
Law 330, 74th Congress, the committees expressed the belief that it would be 
entirely proper in view of all circumstances to adopt a uniform policy which 
would not only obviate the necessity of considering individual bills, but would 
at the same time give to the Department sufficient authority to negotiate the 
transfer of such buildings to political subdivisions on terms that would be fair 
and equitable to the parties involved. Also, the bill established a new policy 
because in the past general authority of this character had never been delegated 
by the Congress to the Treasury Department to sell such properties. 

The provisions of this law were successfully administered from its enactment 
until June 30, 1949, and many such properties were transferred to the entire 
satisfaction of both the Government and the local governmental units involved. 
Congress, in its wisdom, however, limited the 1935 act to the transfer of Federal 
buildings and sites thereof which had been supplanted by new structures. This 
was restrictive and limited the scope of that legislation. 

The next major le mpration was the Surplus Property Act of October 3, 1944. 
This act was intended as an aid in reconversion from a war to a peace economy, 
rather than as a permanent method of disposing of surplus property. It was 
extensively applied in disposing of surplus military and naval real estate, as well 
as other classes of property. Numerous properties of varied character were trans- 
ferred to States and their political subdivisions and certain tax-supported educa- 
tional and public health Retslicaione and nonprofit institutions for such public 
purposes, at fair value less a public benefit allowance. 

During the life of the 1944 act, it was amended by adding a subsection which 
was enacted as Public Law 616, 80th Congress, approved June 10, 1948 (62 Stat. 
350). This legislation provided for the transfer to a State or to a local govern- 
mental agency, surplus real estate suitable for use as public parks or recreational 
areas. It provided that conveyances made for such use shall be at 50 percent of 
the fair value of the property involved. 

Some of the problems which the Department of Health, Education, and Welfare 
now has with regard to the enforcement of compliance with the provisions of the 
terms and conditions of transfer had their origin in the transfers made by War 
Assets Administration on the recommendations of either the Office of Education 
or the Public Health Service during the years immediately following World War 
Ii. The factors then present, insofar as real property is concerned, are not present 
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today and it is not apparent that they will exist in the foreseeable future. First, 
the War Production Board limitation orders on the use of construction materials 
and equipment during the years 1941-45 effectively eliminated all but defense 
construction, thus preventing normal annual construction of new health and 
educational facilities and built up tremendous pressures for facilities of any 
kind for health and educational use. At the end of World War ITI surplus real 
property which originally cost the Government approximately $8 billion was 
generated from the aftermath of demobilization. The War Assets Administra- 
tion budget estimate for the fiscal year 1947 for the protection and maintenance 
of this surplus property was estimated to be $37 million for that fiscal year alone. 
The great need for educational and health facilities that existed, the tremendous 
volume of surplus real property available, and the heavy expense of protection 
and maintaining it, all had their effect on what now may appear to have been a 
liberally administered program. However, the transfers of surplus real property 
for health and educational use were, on the whole, adequately justified. It is 
evident tha‘, in some instances, the State educational and health officials were 
overly optimistic as to their ability to obtain the required funds from their State 
legislatures to support and carry out their programs. Where this happened the 
programs were abandoned or drastically curtailed and compliance problems have 
been the result. 

It is our opinion that the present program of determining the eligibility of 
applicants and the need for surplus real property for health and educational 
purposes is being administered efficiently by the Department of Health, Educa- 
tion, and Welfare. The Federal Property and Administrative Services Act of 
1949 gives the Secretary of Health, Education, and Welfare authority to deter- 
mine the eligibility, need, and to fix the value of the property to be transferred. 
It is with respect to other phases of the program that we would recommend a 
change in existing legislation. 

Section 203 (k) (1) of the act authorizes the Administrator of General Services 
in his discretion to assign surplus real property to the Secretary of Health, Edu- 
cation, and Welfare for transfer by the Secretary to applicants found eligible and 
where the Secretary has made a determination of need. It then makes such a 
transfer subject to the disapproval of the Administrator Also, section 203 (k) (2) 
places in the Secretary the authority and responsibility for enforcing the terms 
and conditions of transfer, subject to the disapproval of the Administrator. This 
duplication and overlapping of authority and responsibility should in our view 
be eliminated. It can be corrected by the elimination of the disapproval authority 
of the Administrator in subsections 203 (k) (1) (A) and (B) and 203 (k) (2). In 
other wards, once the Administrator, in the exercise of his discretion, has assigned 
a surplus property to the Secretary as a result of the latter’s request, the Secretary 
should, in our opinion, have complete authority to dispose of the property and be 
solely responsible for such disposal and for taking such action as may be necessary 
to protect the interests of the Government during the period of restricted use or 
after its recapture in the event it becomes necessary to revest title in the United 
States. 

The committee may wish to give consideration to standardizing the various 
types of transfers of surplus real property to States and their instrumentalities, 
for general public use, including health, education, parks, recreation, libraries, 
museums, city halls, and for similar public purposes. If so, we recommend that 
all such transfers be made for public use without restriction on the character 
thereof, upon payment in cash to the Federal Government of not less than 50 
percent of the fair market value of the property for its unrestricted use. It is 
further recommended that transfers to nonprofit institutions for health and edu- 
cational purposes carry the same terms of sale. In all sales of structures for use 
off-site, it is our belief that no future use restrictions should be imposed, since the 
enforcement of compliance with such restrictions is impractical. It is our view 
that the sale of surplus real property on these terms wouid be fair and equitable 
to the Federal Government and to the States, their instrumentalties, and to non- 
profit institutions alike. It would also greatly simplify administration of the 
program. 

Attached are summary statements showing transfers made of surplus real 
property for health and educational use. 

There is quoted below the act of August 26, 1935, Authorizing the sale of Federal 
buildings as it appears in the United States Code annotated (1940 supplement), 
title 40, section 345b: 

“Src, 345b. Disposition of obsolete buildings and sites; price; gift of sites to 
municipalities for street-widening purposes. 
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“In order to suitably dispose of certain Federal buildings and the sites thereof 
under the control of the Treasury Department, which have been supplanted by 
new structures, and for which the Secretary of the Treasury has determined there 
is no further Federal need, he is authorized, in his discretion, if he deems it to be 
in the best interests of the Government, to sell such buildings and sites or parts of 
sites to States, counties, municipalities, or other duly constituted political sub- 
divisions of States for public use upon such terms, pursuant to such rules and 
regulations promulgated by him, as he deems proper, and to convey the same by 
the usual quitclaim deed, and he may enter into long-term contracts for the pay- 
ment of the purchase price in such installments as he deems fair and reasonable 
and may furthermore waive any requirements for interest charges on deferred 
payments: Provided, That the total purchase price shall in no case be less than 50 
per centum of the appraised value of the land, the appraisal to be made by the 
Treasury Department: Provided, further, That the proceeds of the sales shall be 
deposited in the Treasury as miscellaneous receipts: Provided, further, That in the 
event portions of any Federal building sites under the control of the Treasury 
Department are desired by municipalities by reason of any duly authorized, 
comprehensive street-widening program, the Secretary of the Treasury may deed 
to such municipalities, without cost, such areas needed for street uses as May be 
dedicated without jeopardy to the Federal interest.”” (August 26, 1935 ch. 684, 
49 Stat. 800.) 

Note.—The functions of the Secretary of the Treasury under the aforesaid act 
were transferred to the Federal Works Administrator by Reorganization Plan 
No. 1 (House Doc. No. 262, 76th Cong., Ist sess.), under the Reorganization Act 
of 1939 (Public, No. 19, 76th Cong., Ist sess.). 
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DONABLE SURPLUS PROPERTY PROGRAM 


TESTIMONY OF THOMAS L. PEYTON, DIRECTOR, SURPLUS REAL 
PROPERTY DIVISION, GENERAL SERVICES ADMINISTRATION 


Mr. Pryton. I would like to emphasize the difference between the 
problems of disposal of personal property and the disposal of real 
property. 

Those differences obviously have their origin in the rapid rate of 
depreciation of personal property, its obsolescence due to changes in 
methods, improvements, design, and tec hnology, and the fact that it is 
readily movable from one spot to another, all ‘of which are not present 
in our disposal problems of real property. 

I would also like to emphasize this difference between the two pro- 
grams; that General Services Administration acts as disposal agent for 
surplus real property except in cases of specific delegations of authority 
to holding agencies where we feel that because of the specific circum- 
stances involved the holding agency can more effectively and more 
quickly dispose of the property under our regulations. 

The things that I would like to emphasize from that point on have 
primarily to do with certain recommendations we would like to make 
in changing the existing legislation. We have covered that on page 3 
of the statement; it does seem to us to be good organization and good 
operation to have duplication and divided authority and responsibility 
between the Department of Health, Education, and Welfare and the 
General Services Administration. In other words, once the Adminis- 
trator of the General Services Administration has, in his discretion, 
assigned surplus real property to the Secretary, we feel that from the 
time of the assignment the Secretary should have full authority and 
responsibility to dispose of the property and be responsible for it 
thereafter in enforcing whatever terms and conditions of sale the 
Secretary has imposed, and in the event of a breach of those condi- 
tions, take such effective action as may be necessary to protect the 
interests of the Government, whether it be by reversion of title or 
otherwise. 

If this is not done you do have a continuing duplication of authority 
and responsibility in this particular phase of the program, and we 
recommend, therefore, that the duplication be eliminated along the 
lines we have suggested. 

Also, if the committee would like to go into the question of other 
changes in the existing program, we do believe that there would be 
certain advantages in standardizing programs for public use by State 
and local governments. That is to say, a State or a local government 
could utilize a property for any one of a number of public purposes, 
either for health, education, administrative offices, post offices, li- 
brary or whatever they might need it for, without having to come 
back in a year or two when they no longer need it for educational 
purposes and want to use it for some other public purpose, and have 
to pay the fair value for it, which they must do under existing law. 
It would certainly clariy this whole relationship between the State 
and Federal Governments and materially simplify the administration 
of the program. Also, it seems to us, approval of our recommenda- 
tions would result in a more equitable division of expense between 
the Federal Government, the States, and local parties. 

That, briefly, is our position. 
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Mrs. HarpEeN. That was one question | had in mind to ask. How 
much surplus real estate is in the hands of the General Services 
Administration at the present time? 

Mr. Pryron. Our investment at the present time is approximately 
$200 million in terms of original acquisition cost, of which approxi- 
mately $100 million is represented by surplus industrial plants that 
are leased for defense purposes. 

Mr. Warp. Does that include the magnesium plants? 

Mr. Peyton. No. In the General Services Administration we also 
have a National Industrial Reserve Division which operates under the 
direction of the Department of Defense and specifically under the 
Munitions Board under Public Law 883 of the 80th Congress. That 
division handles all plants that the Department of Defense maintains 
in a standby status. They are not surplus plants in any sense of the 
word. 

Mrs. Harpen. Do you happen to know, Mr. Peyton, how much of 
the farm land is reclaimed by the original owners? 

Mr. Peyton. I couldn’t answer that question, offhand. It would 
be quite a difficult survey to make at the present time, because since 
1949 there have been no priorities extended the former owners, and 
therefore we have not attempted to keep a record of the sales of 
farmlands as between former owners and other purchasers. 

Mrs. Harpen. We have that problem arising in the Wabash Valley 
Ordnance Plant and also the Terre Haute Ordnance Plant. 

Mr. Peyton. Wherever there has been a very strong desire of the 
former property owners to reacquire the lands, and I might cite 
Camp Ellis in Illinois and Camp Butner in North Carolina and other 
illustrations, we have requested the Government Operations Com- 
mittees of the Senate and the House to go along with a plan of dis- 
posing of those lands to the former owners at their current market 
price. We have followed that procedure wherever there was really a 
known desire of any magnitude. 

Mrs. HarpEen. Do you have any questions, Mr. Meader? 

Mr. Mraper. No questions. 

Mrs. Harpen. Do you have any further questions, Mr. Ward? 

Mr. Warp. We have had some information that there may be a num- 
ber of installations that could very well be put into private ownership 
where they would pay taxes to the local community, but if they do go 
through the excess and surplus disposal program they would probably 
be pie sked up by some other agency that may or may not really need 
them. Do you have authority under your legislation to evaluate a 
situation like that? 

Mr. Pryton. Are you referring to property picked up for health 
and educational purposes? 

Mr. Warp. No; say one of the agencies has a piece of property in 
the heart of a city, that might be valuable for commercial purposes, 
and it might be sold for more than what the agency paid for it and 
would be put on the tax rolls and some sort of industry developed 
there, but if the property is declared by the owning agency, it will be 
picked up by another Federal agency or presumably the new Depart- 
ment of Health, Education, and Welfare for the schools, et cetera. 

Mr. Peyton. Yes, the Administrator has very broad, dee aba 
authority in the transfer of excess property among Federal agencies 
and also in assigning surplus property to the Secretary of Health, 
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Education, and Welfare. The authority to transfer or assign is 
discretionary and not mandatory. 

Take the case of a Federal agency first. It has to come in and 
demonstrate a need for the property. Furthermore, and more im- 
portant, probably, the Department of Defense has to go to the House 
Armed Services Committee and the Senate Armed Services Committee 
and demonstrate a need for it before the Department can come into 
agreement with those two committees to acquire it. We have two 
checks on the acquisition of surplus real property, and I am speaking 
of the Department of Defense primarily, because they are the biggest 
users. 

Mr. Warp. Do you test the market as to what the value of that 
property would be commercially? 

Mr. Pryron. That is another point that I am glad you brought up. 
Every piece of surplus real estate is appraised before we offer it for 
disposal to the general public. 

Mrs. Harpen. Does anyone else wish to be heard? 

Thank you, Mr. Peyton; you may be excused. 

The CuarrMan. If no one else wishes to be heard, the hearings are 
concluded and the meeting will be adjourned. I want to thank all 
of you gentlemen who came here as witnesses for your cooperation. 

(Whereupon, at 12 noon, Friday, April 24, 1953, the hearing was 
adjourned.) 
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EXHIBIT 1 





Hovusr or REPRESENTATIVES, 
COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS, 
Washington, D. C., January 28, 1951. 
Hon. Linpsay WARREN, 
Comptroller General of the United States, 
Washington, D. C. 

My Dear Mr. Warren: In the course of the activities of the Subcommittee 
on Intergovernmental Relations, of which Congressman Herbert C. Bonner is 
chairman, there was brought to light a circumstance involving the procedure and 
practices under Public Law 152 relating to the disposition of surplus property to 
health and educational institutions. 

The subcommittee prepared questionnaires which were returned by a majority 
of the States with data which would lead to the conclusion that State and Federal 
agencies are placing upon the different surplus-disposal programs an interpretation 
contrary to the intent of the Congress. Mr. poner has had conversations with 
Messrs. William L. Ellis, Frank Weitzel, and James DeMaras of your Office 
relative to this situation. The facts disclosed by these questionnaires and the 
data developed by the subcommittee hearings and surveys merit a complete 
investigation of this phase of our surplus-property program by the General 
Accounting Office. 

The subcommittee and its staff would make available to you the sources of 
information and any further material of assistance. 

Your cooperation in this matter is earnestly solicited. 

Sincerely vours, 
WiiuiaM L. Dawson, Chairman, 


EXHIBIT 2 


Report OF INVESTIGATION OF SuRPLUS PROPERTY ACQUIRED BY 
State EpucatTionaAL AGENCIES 


BASIS OF INVESTIGATION 


At the request of the Committee on Expenditures in the Executive 
De , ah House of Representatives, the Office of Investigations 
of the General Accounting Office initiated an inv estigation in 1951 
of surplus property donated to State institutions and to loc ‘al govern- 
ments, pursuant to Public Laws 152! and 754 ? of the 81st Congress. 
Necessarily, the investigation has covered also certain operations, 
under prior laws, such as the Surplus Property Act of 1944. 

The investigation was conducted at the State level and was designed 
to obtain a representative review on a countryw ide basis, reflecting 
the scope and quantity of the surplus property ‘“‘generated’’ by 
Federal agencies and the procedures followed in the ac quisition, dis- 
tribution, “and use of the property by State educational agencies. 


163 Stat. 377 (41 U. 8. C., 1946 ed., Sup. IV, 233) 
264 Stat. 579 (41 U. 8. C., 1946 ed., Sup. IV, 233) 
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BRIEF STATEMENT OF PERTINENT SECTIONS OF PUBLIC LAWS 152 
AND 754 


The purpose of Public Law 152 is stated in section 2, as follows: 

It is the intent of the Congress to provide for the Government an economic 
and efficient system for * * * (b) the utilization of available property; (c) the 
disposal of surplus property; * * *3 

“Excess property,” in section 3, is defined as any property under 
control of any Federal agency not required for its needs and respon- 
sibilities. “Surplus property”’ is defined as any property which has 
been declared excess by a Federal agency and after survey by other 
Federal agencies, is determined by the General Services Administra- 
tion as being no longer required by the Federal Government as a 
whole.‘ 

Public Law 152 provides for the maximum utilization of excess 
property. It requires the executive agencies of the Government to 
maintain adequate inventory controls over property and to survey 
property continuously to determine excesses; to report such excesses 
to the Administrator of General Services Administration; to care 
for excess property and to transfer or dispose of it in accordance with 
authority delegated to agencies consistent with regulations prescribed 
by the Administrator. 

The act requires the use of excess property by other agencies of 
the Government and provides for its transfer between agencies at fair 
value. 

The act provides that the General Services Administration shall 
have supervision and direction over disposition of property surplus 
to the needs of the entire Government. 

The act, as amended (sec. 4, Public Law 754, approved September 
5, 1950), authorizes the Administrator of General Services to donate 
surplus personal property which is usable and necessary for educational 
or public health purposes, including research, as determined by the 
Administrator of the Federal Security Agency, who shall allocate 
such property on the basis of needs and utilization, for transfer by the 
Administrator of General Services. The Administrator of General 
Services Administration either directly or through State departments 
of education may transfer property to tax-supported or nonprofit and 
tax-exempt school systems, schools, colleges and universities, medical 
institutions, hospitals, clinics and health centers. 


INTRODUCTION 


Pursuant to the Surplus Property Act of 1944 (58 Stat. 765), 
State educational agencies for surplus property were established in 
response to a letter dated December 7, 1945, from the Commissioner 
of the United States Office of Education to the governors of the 48 
States. This letter set forth the legal requirements and regulations 
under which educational institutions were authorized to acquire 
surplus property. 

The investigation has developed that, contrary to the law, property 
was generally acquired on the basis of availability rather than neces- 
sity. Consequently, property in excess of immediate requirements 


341 U.S. C., 1946 ed., Sup. [V, 201 
441 17. S_C., 1946 ed., Sup. IV, 202 
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was stockpiled in State and area warehouses and institutions. The 
State agencies generally did not properly account for the receipt, 
control, and distribution of the property under the program; much of 
the property was sold and the proceeds, instead of being paid to the 
United States, were retained by the local agencies or by private 
individuals. 

SURPLUS PROPERTY DONATED TO STATES 


Nineteen of the twenty-one States covered by this survey received 
approximately $91 million worth (acquisition cost) of surplus property 
in 1949 and 1950. (Of this amount, approximately $72 million worth 
* the surplus property was received by the States subsequent to July 

, 1949.) The breakdown by State is as follows: 


Value Value 

Alabama (*) Missouri $2, 590, 944. 73 
Arizona __ : a $3, 447, 136. 61) Massachusetts_ 4, 138, 270. 43 
Arkansas 2, 231, 665. [5| New York- 7, 295, 475. 37 
California (July 19, New Mexico 1, 591, 272. 22 

1949, to December Ohio 7, 410, 698. 88 

1950, 18 meen 12, 576, 199. 38| Oregon- 3, 374, 409. 77 
( ‘olorado. a 656, 343. 91] Pe nnsylvania_ . 4, 343, 785. 90 
Florida_____ 7, 430, 195. 71] Tennessee 2, 898, 142. 15 
(Sees Sc es (*) Texas__ uk . 6, 271, 358. 07 
lowa____- pd 1, 791, 553. 31] Virginia (estimated) _ . 10, 000, 000. 00 
Illinois__ - -- ‘ 4, 634, 977. 02 ———__—__—_—_—— 
Indiana _ 4, 972, 896. 38 WOOO... vaca ey 149, ‘812. 65 
Kentucky 3, 494, 487. 26 


1 Not available 
FEDERAL SCREENING PROCESSES 
GENERAL SERVICES ADMINISTRATION PROGRAM 


Public Law 152 of the 81st Congress, in order to minimize overall 
expenditures for public property, vested in the General Services 
Administration (herein “GSA’’) responsibility for prescribing details 
as to policies and methods to promote the maximum utilization of 
excess property by executive agencies and to provide for the transfer 
of excess property among Federal agencies. Application of the law 
also gave GSA the added responsibility to declare surplus any excess 
property not required for the needs and the discharge of responsibili- 
ties of all Federal agencies. 

Prior to the passage of Public Law 152 and the establishment of the 
GSA, surplus personal property was disposed of by the War Assets 
Administration and after its dissolution, and prior to GSA establish- 
ment, by the Bureau of Federal Supply of the Treasury Department, 
and other surplus property was disposed of by donation for educational 
purposes pursuant to the act of July 2, 1948, Public Law 889 (62 
Stat. 1233), by the Army, Navy, and Air Force. The GSA was 
established in July of 1949 under the law but, according to GSA, 
funds and the resultant machinery for location, classification, and 
cataloging of excess property and interagency transfer of such property 
were not available until October 1950. It is to be noted that 
$12,500,000 was appropriated under the Third Deficiency Appropria- 
tion Act, October 10, 1949, to the GSA for carrying out provisions of 
Public Law 152. As to the sufficiency, or lack thereof, of this amount, 
no information has been obtained. Section 501, Public Law 152, 
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prescribed that all policies, procedures, and directives by authorized 
officials under pertinent prior legislation, including the Surplus 
Property Act of 1944, would remain in effect until superseded or 
amended by proper authority. 

The type and quantity of property donated to most State agencies 
as surplus indicated that the administration of these responsibilities 
by GSA and its predecessors was weak and ineffectual. Investigation 
disclosed that paper towels, nickel-copper pipe, new International 
truck motors, new Ford engine blocks, tons of coal, carloads of new 
bronze ralves, tons of steel strapping, and a great amount of other 
material were dispose d of as surplus when in reality they should have 
been classified as “excess property” and redistributed to other Federal 
agencies. Classification methods pursued by GSA and its predecessor 
agencies were superficial and without firm bases in the matter of 
surplus declarations. 

To a certain extent, indifference and passiveness on the part of 
executive agencies, and lack of sufficient personnel assigned to police 
the program, coupled with some lack of determination to improvise 
procedures, made possible abuses of the program to the detriment of 
the overall Government economy and made available valuable mate- 
rials and property to ineligible institutions, commercial concerns, and 
to individuals, who reaped an undeserved harvest of profits. 

Much of the property acquired by State agencies had not been 
distributed to institutions for which it presumably was obtained. 
For example, one State agency did not distribute 60 percent of the 
property acquired. 

Much of the property received by the States, such as specialized 
electronic supplies and equipment, machine tools, and heavy road- 
building and maintenance equipment, was not adaptable to educa- 
tional or health needs. ' 


FEDERAL SECURITY AGENCY PROGRAM 


By the provisions of Public Law 152, the Administrator of the 
General Services Administration was authorized, in his discretion, to 
donate for educational purposes to the various States without cost 
(except for care and handling) equipment, materials, books, or other 
supplies, under the control of any executive agency, that had been 
determined to be surplus and to be usable and necessary for educa- 
tional purposes.® 

The determination as to whether surplus property was usable and 
necessary for educational purposes was to be made by the Federal 
Security Administrator, who allocated such property on the basis of 
need and usefulness in the educational field, for transfer by the 
Administrator of GSA to eligible recipients. These included tax- 
supported school systems, schools, colleges, and universities, and 
other nonprofit schools, colleges, and universities exempt from tax- 
ation, or State departments of education, which distributed to them. 
In any State where an agency other than a department of education 
was designated by State ios for such purposes, the transfer was to 
be made to that agency for distribution within the State. 

To carry out its policing responsibility over end use for educational 
need, the Federal Security Agency depended upon accredited screeners 
employed by the State agencies. These screeners located, classified, 


§ Sec, 203 (j) (1), (2) and (3). 63 Stat. 385, (41 U.S. C. 1946 ed. Sup. TV, 233 
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and listed excess Federal property. The primary objective apparently 
was to obtain as much property as possible. Had they been directly 
emploved by the Federal Security Agency emphasis might have been 
placed on the usability of excess property by Federal establishments 
or on its actual utility to the State educational and health institutions, 
rather than upon mere availability to the latter, as seems to have been 
the case. Further, better control could have been effected over the 
classification and distribution of the property to eligible mstitutions. 


MILITARY PROGRAM 


Representatives of the various branches of the armed services, 
described as ‘‘screeners,”’ visited most State warehouses and “froze’’ 
certain property items for use by the military in its expanded program. 
Although these screening teams ‘froze’? many items, the defense 
agencies made only limited recoveries of the property. 


VETERANS’ ADMINISTRATION 


According to statutory requirements, each agency was to sereen 
its excess property and coordinate it with its own needs.° However, 
approximately $2 million worth of medical equipment, hypnotics, 
drugs, and precious metals located at a Veterans’ Administration 
medical depot in the South was donated to a State agency at the same 
time the Veterans’ Administration purchased the same or similar 
materials for other hospitals. 


STaTE AGENCY ACCOUNTING PROCEDURES, INVENTORY AND PROPERTY 
CONTROLS 


The investigation disclosed that records relating to the acquisition 
and control of property, maintained by State agencies, were fragmen- 
tary and in some instances nonexistent. 

As a prerequisite to transferring property, Federal Security Agency 
regulations required a representative of the State agency to certify 
that the State maintained ad quate accounting, warchouse, and 
transportation facilities for distribution of the property. 

In most instances, officials of the State agencies advised that they 
failed to maintain proper accounts and controls because they were 
so costly the benefits obtained would have been offset by the addi- 
tional overhead. In one State all records prior to September 1949 
were destroyed. Another State did not maintain a warehouse, or 
records showing where property had been distributed; instead, surplus 
property was distributed diree ‘tly from the Federal agencies. 

Because many of the States did not provide adequate controls and 
facilities, it was impossible to identify all property at institutional 
levels. Donated surplus was commingled with other property, and 
the institutions depended upon the memory of an instructor or super- 
visor to identify property which had been received through operation 
of Public Law 152. 


USE OF PROPERTY AT INSTITUTIONAL LEVEL 


Property was generally acquired on the basis of availability and 
desire, rather than usability and necessity. Therefore, excess surplus 


* Sec. 202, Public Law 152 (63 Stat. 384)—Property Utilization, 41 U. 8. C., 1946 ed., Sup. IV, 232 
33459—53 12 
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property accumulated at the institutional level. It was classified as 
follows: (1) property held in excess of immediate needs, but usable for 
educational purposes; (2) specialized property not adaptable to educa- 
tional purposes; (3) property in such great quantities that it could 
not be used before it deteriorated or became obsolete for educational 
purposes; and (4) property which had been placed in use and worn 
out, or was not economically reparable. The accumulation of property 
at the institutional level indicated that neither the Federal Security 
Agency nor the State agencies adequately screened the property or 
sufficie mtly policed the program to prevent the institutions from 
accumulating excesses. For this purpose Federal Security Agency is 


the responsible Federal agency. 


SurpLus Property SECURED BY PRIVATE, COMMERCIAL, AND OTHER 
INELIGIBLE ORGANIZATIONS 


A large amount of donable surplus property was channeled from the 
schools into private commercial fields and to other ineligible organiza- 
tions through the activities of brokers, agents, distributors, dealers, and 
other individuals who canvassed institutions for it. Most of these indi- 
viduals were dealers in war-generated surplus property who found their 
sources of supply dried up by the application of Public Law 152 of the 
8ist Congress. The young, new industry was represented by able and 
aggressive individuals who made attractive offers to institutions and 
State agencies to buy or trade for surplus property. These indi- 
viduals capitalized oa the present emergency by acquiring specialized 
machine tools, electronic equipment, heavy road constructing and 
excavating equipment, and other supplies in custody of, but not in 
use by, State agencies and institutions. Some State agencies dis- 
tributed donable surplus property to penal institutions, forestry 
boards, public works projects, Coast Guard auxiliaries, National 
Guard units, State library divisions, mosquito-control projects, 
reclamation projects, and to other ineligible activities. 

A number of individuals connected with the program as such rep- 
resentatives of schools and school boards, and private citizens in no 
way connected with the program or schools, benefited illegally in many 
instances either through lax administration of the program or through 
their own careless, nefarious, and fraudulent activities. 


Speciric [ILLUSTRATIONS OF IRREGULARITIES CONNECTED WITH THE 
DoNABLE SuRPLUS PRopEeRTY PROGRAM 


Two State agencies acquired large quantities of surplus stainless 
sina pipe, bronze | pipe fittings, and brass valves in excess of required 
needs. 

Another State agency, upon approval of the Federal Security 
Administration, agreed to order two truckloads of brass valves from 
the Atomic Energy Commission at Richland, Wash, and act as a 
distributing agent for neighboring State agencies. However, 10 
truckloads, 415,470 pounds ‘of brass valves at an ac quisition cost of 
$677,616.33, were actually shipped to the State agency before the 
State agent stopped further shipments. Transportation and handling 
charges i incurred by the State agency were $18,111.94. Only half the 


valves were distributed. 
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3 (a). A similar situation was found in another State where an 
institution received 12 carloads of power cable from the Naval Supply 
Center, Williamsburg, Va. At the time the material was screened 
at the disposal point, the school agreed to take one carload of power 
cable and the overage necessary for its purposes. School officials 
estimated that the overage would not amount to more than one car- 
load. <A special trip was made to the disposal agency by a school 
official to limit the amount of the overage, but he found that 12 
carloads of cable had already been shipped to the school. The cable 
was contained on reels, so large that only two could be loaded on a 
freight car. 

The school used approximately 40 percent of the cable in construc- 
tion work. The remainder could not be used. On August 1, 1949, 
the State agency gave the school written permission to dispose of it. 
The school sold the excess cable to salvage dealers for $4,850 and re- 
tained the proceeds. The freight bill paid by the school for the 12 
carloads of cable was $5,512.71. 

3 (b). On June 14, 1950, a university in the same State acquired a 
Bay City, model 15, crane. On June 18, 1951, the university declared 
the crane unserviceable and the repair cost pane and requested 
permission of the State agency to trade it for a J. D. Adams road 
patrol. The Federal Security Agency authorized the State agency to 
grant permission to sell the crane to the highest bidder. The proceeds 
of the sale, in excess of acquisition cost to the Government and cost 
of sale to the university, were to be remitted to the United States 
Treasury. The university then refused to sell the crane because it 
could not acquire title to the proceeds. 

4 (a). In another State, it was found that the local surplus property 
officer was associated with 2, if not 3, private enterprises deal- 
ing in surplus. The State property records were so poorly kept 
that it was impossible to determine whether all material had been 
received or what disposition had been made of much of it. Par- 
ticular significance is attached to the lack of adequate records in view 
of the officer’s activity in commercial concerns. While State-em- 
ployed, he became a partner in one company and was the secretary to 
another. His connection with the third company at the time was not 
clear, although it purchased surplus property from one of the other 
companies in which he had an interest. Subsequently, he accepted 
a position in the third company and is no longer employed by the State. 

Illustrative of his activities was the fact that the superintendent 
of schools requested him to obtain an audit of the State agency by a 
certified public accountant. The officer had the audit done by an 
associate of an accountant who was a stockholder in, and accountant 
for, the corporation in which the State agent had an interest. 

4 (b). A school principal in the same State reported that a large 
amount of surplus property issued to a farmer was first routed through 
his school by the State officer. In addition, another farmer and a 
State legislator received property that was also channeled through 
county schools by the same officer. 

4 (c). Records of the State agency also indicated that over $440,000 
worth of property was turned over by the same sur plus property officer 
to State activities, cities, local police departments, irrigation districts, 
and other organizations, all of which were ineligible to participate m 
the program. 
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4 (d). Of 185 motor vehicles acquired by the State agency, 52 were 
found licensed in the names of individuals and ineligible institutions. 

4 (e). An agent of the Bureau of Internal Revenue, who operated a 
farm in the same State, had an unknown quantity of major surplus 
equipment in his possession. He advised that he had secured it from 
the State surplus property officer but did not know its source. He 
stated that he also obtained from the same officer a station wagon for 
his wife, who was active in 4—H Club work. 

4 (f). Other records showed that the officer sold a 1-ton International 
truck, a K-u truck, a K-7 tanker, a water tanker, a van trailer, a light 
plant, an office desk and table, hospital beds, and miscellaneous auto 
parts for $862.60 to a former city manager for use in the city school 
system. The business manager of the school system subsequently 
stated that the property was never received by the schools. 

4 (¢). In addition to the above irregularities attributed to the State 
officer, investigation at the State prison disclosed that a road scraper 
and carry-all, two major pieces of construction equipment received as 
surplus, were traded for beef valued at $1,025. 

4 (h). A dump truck furnished to a grammar school in the same 
State was sold to a resident of the community for $1,000; and 4 of 6 
jeeps allocated to the same school were sold to private individuals. 
No accounting has been made for the proceeds. 

4 (i). Records of another county in the same State show that private 
individuals procured trucks, jeeps, and other major equipment through 
a local school. The former superintendent of schools stated he author- 
ized school board members to get the surplus property the schools 
could not use. 

5 (a). The records of another State agency indicated that $39,575 
worth of scrap metal was sold by the State agent without authoriza- 
tion. Local bank records reflected that the State agent deposited to 
his personal account 2 checks amounting to $4,069.08, a part of 
the receipts from the sale of the scrap. The agent said that most of 
the money was received from the sale of an accumulation of property 
received in a deteriorated condition. 

5 (b). An analysis of State warehouse transportation records dis- 

closed that trucks were leased from two trucking partnerships in which 
the wife of the State agent was a partner. Accounting records for 
both partnerships were maintained by State warehouse employees. 
According to the records, the State warehouse had not been reimbursed 
for drivers’ salaries, gas, oil, and other expenses paid for the partner- 
ship. Records of the partnerships indicated that the State paid not 
only the operating expenses of the trucks but also a 25 cent per mile 
trucking rate. 
5 (c). Additional investigation in the same State disclosed that a 
Sheepfoot roller, a Northwest shovel, a portable air compressor, a 
Bay City shovel, a concrete mixer, dump truck, and machinery trailer, 
all large pieces of construction equipment, were illegally obtained by 
an individual in the name of a high school, used by him in commercial 
operations, and subsequently disposed of by him for personal gain. 

The principal of the high school said that property had not been 
acquired, received, used, or disposed of by the school. He said that 
he understood a farmer-contractor and used-equipment dealer had 
acquired the property through some arrangement with the State agent 
and warehouse manager. 
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Upon interview, the used-equipment dealer confirmed the fact that 
he had procured the equipment in the name of the high school; that 
the equipment had never been in possession of or under the jurisdic- 
tion of the school; and that it had been used for his various construc- 
tion and mining operations. He said that although he had had no 
official connection with the school, he thought that he had legally ac- 
quired the property inasmuch as he had trained veterans and non- 
veterans as operators and mechanics. He furnished the names of 
four trainees who had worked for him, but admitted he had not worked 
out formal training arrangements with either the Veterans’ Adminis- 
tration or the State department of education. 

Records of the Veterans’ Administration regional office failed 
disclose a record of an approved training arrangement of any type 
with bim during the period 1947-49 when he illegally obtained, com- 
mercially used, and disposed of the property for personal gain. 

The same individual also illegally acquired two power cranes from 
the State agency by drawing checks on the high school account. He 
then contacted the principal of the school, paid for the equipment, 
and made arrangements for the fraudulent checks to clear the bank. 
The principal of the school advised that he permitted the transaction 
because he was informed that the dealer was short of funds and had 
obtained the equipment to train veterans. 

6. In a Southern State three educational institutions had an exces- 
sive number of machine tools on hand and sold many others, in spite 
of the machine tool screening program conducted by the several 
branches of the armed services. One of the schools had a Milwaukee 
No. 2K milling machine, valued at over $5,000, donated to it by the 
Army Air Force. It was not used because of the prohibitive cost of 
converting it to educational use. Subsequently, the school submitted 
an application to sell or transfer the machine. The State agent 
authorized the school to sell the machine to the highest bidder and to 
use the proceeds to purchase like or needed equipment. The school 
did not sell the machine but exchanged it for woodworking power 
equipment valued at $2,586. 

Army Procurement Regulations, paragraph 7-316, subparagraph 
1 (h), under which this property was acquired, states: 

The donee has agreed that if prior to placing the property in use it determines 
it does not need all or any part of the property received this fact will be communi- 
cated to the source from which the donation was made. Further, the donee has 
agreed at the time application is made, that if requested, it will return at its own 
expense, to the source from which the donation was made, all property which it 
does not place in use. 

The above provision was not adhered to by the State agent or 
institution. It was subsequently developed that the milling machine 
was sold to another dealer for $8,000 who, in turn, leased the machine 
to an engineering company for 3 years for $11,800. 

7 (a). Institutions in another State acquired and disposed of surplus 
property in a questionable manner. The business manager of a non- 
profit college, with a student enrollment of approximately 120, said 
the school had received Government surplus property far in excess of 
its needs. He stated that the school had received 7,426 telephone 
headsets, worth $48,415; 15 aircraft transmitters, worth $42,476; 50 
oxygen gas cylinders, worth $2,500; and thousands of dollars worth 
of other property. 
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All of the telephone headsets were sold for $3,759.50 to a Chicago 
concern. The president of the concern advised that the headsets were 
received in good condition, placed in stock, and retailed at 78 cents a 
set. He stated that the company had sold 500 or 600 of them but 
would return the balance to the Government. 

The Government acquisition cost per aircraft transmitter was 
$2,845. One transmitter was transferred to a high school, another was 
used at the college, and the other 13 were found as originally packaged 
at the institution. The business manager stated that the 13 trans- 
mitters were in fair condition and were not needed by the school. 
He stated the gas cylinders were of no educational value to the school 
and that he had tried to sell them but could not obtain a fair price. 

7 (b). In this same State another college sold considerable property 
obtained under the program. It traded or sold to a used machinery 
dealer, for $1,956.62, surplus property which cost the Government 
over $23,000. The dealer subsequently sold the property for 
$10,914.83. Much of the property disposed of by the college was 
acquired only 2 or 3 months before it was sold or traded. 

7 (c). The same college secured two Link trainers worth over 

$10,000, one of which was not used. The school had also secured an 
enormous quantity of unfinished metal bed ends, electronic, X-ray 
and medical equipment, and obsolete airplane engines. Although 
some of the X-ray equipment was loaned to another organization, 
the rest of the property had not been uncrated. Officials of the 
college stated that they did not know what the crates contained and 
did not have technicians available to make a comprehensjve examina- 
tion of the contents. 
7 (d). In addition, the college obtained a new “type K portable 
test unit’? valued at $200,000, from a naval installation. The test 
unit, contained in 33 huge packing boxes which were unopened, was 
not used. The freight paid by the college amounted to $1,625.24. 

The college president advised that as far as he could determine 
the equipment was new and that the college planned to use it in the 
future. He stated, however, that the college could not afford to use 
the equipment at that time. 

7 (e). A high school in the same State acquired an excessive number 
of cutters, drills, wrenches, clamps, arbors, and counter bores. The 
equipment was scattered along the basement corridors and had 
deteriorated. The superintendent of schools stated that the excess 
equipment had been acquired from the War Assets Administration 
4 or 5 years ago. 

8. In a Midwestern State a group of individuals took over the 
buildings of an abandoned private school and established a new school. 
They obtained valuable machine tools and other equipment with an 
estimated market value of $100,000. The machine tools were stored 
for a number of years and were not used. Subsequently, some of 
them were sold to commercial dealers. 

9. In another case an individual in a Midwestern State acquired 
electronic equipment for his personal use by falsely representing 
himself as an official of the local school. He made four purchases 
from the State agency warehouse during 1950 and 1951. All of the 
purchases were irregular as he had no authority from school officials 
to purchase equipment from the warehouse for either the school 
or himself. 
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Investigation brought out that two small sheds at his residence 
contained a sizable amount of electronic equipment neatly arranged 
and sorted. It was impossible to identify the property acquired from 
the State warehouse because of the inadequate description of the 
equipment on the warehouse invoices. The value of the property 
could not be ascertained, but from a description of the items purchased 
it was estimated that the value was in excess of $1,500. 

The trustee of the school district, whose name was signed on the 
identification card used by this individual, stated that he did not plan 
to take any action against the impersonator and hoped that none would 
be taken 

10. Records of another State agency show that a college acquired 
one ATD (aircraft) transmitter and receiver, which was assigned to the 
electrical engineering department. The laboratory assistant in charge 
of property said the instrument had been loaned to an assistant pro- 
fessor to assist him in retaining his amateur radio license and was not 
used by the engineering department. 

In another State, a new generator worth about $2,000 was 
found in its original crate in a shed on the farm of a school superintend- 
ent. The generator had never been taken to the school but was 
transported directly from the declaring agency to the farm. Although 
a power line served the school, the superintendent explained that he 
intended to set up the generator at the school as a “standby” plant. 
He evidenced considerable concern over the possibility that it might 
become generally known in the community that the generator had 
not been brought to the school. He explained that he did not want 
to keep the generator at the school because the members of the school 
board would notice it, find that it was not being used, end direct him to 
sell it. The situation was presented to the State director of education 
who reallocated the generator to another institution in immediate 
need of it. 

A college in another Midwestern State sold 28 precision instru- 
ments to a commercial company for $1,700. The instruments were 
obtained during 1946 and 1947 from the WAA under the preferential 
arrangements providing for 95-percent and 60-percent discounts. 
Records indicated that the college paid less than $300 for the instru- 
ments. 

Subsequently, the college exchanged 10 large specialized machine 
tools for an equal number of small ones. Seven of the machines 
traded were secured from the Government in 1947, or before, either 
under the preferential arrangements or as donable property processed 
through the State director of vocational education. 

13. A university traded 2 large lathes and a shaper for 2 smaller 
shapers from a machinery supply company. Authority for making the 
trade was secured from the Department of the Army. The traded 
machines were acquired as donable property. The same university 
also received a large quantity of drugs including 11,400 1-pound jars 
of mercuric ointment. As the university did not have immediate 
use for the ointment, it was sold, together with a small quantity of 
other drugs, for $1,000. The university purchasing agent stated he 
had been authorized to sell the medicine. The Federal Government 
was not reimbursed. 

14. The investigation also developed that a leading university in 
the State sold, for $24,000, 23 machine tools obtained as surplus 
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property. The records showed that the tools, of specialized types, 
had been stored but never used by the university. 

Previously, the university sold machine tools under sealed bids for 
$79,258.50. Some of the tools were acquired from the Government 
at no cost whatever, while others cost the university $1,471. The 
total profit realized by the university was about $78,000. 

Officials of the university questioned whether it had clear title to the 
proceeds from the sale of machine tools. The purchasing agent for 
the university said that the entire proceeds were deposited in a special 
fund account awaiting further disposition. 

15 (a). In another Midwestern State, a secretary to the county 
board of education was interviewed regarding the sale of Federal 
surplus property throughout the State. She advised that the county 
maintained a record of property received from the State, but did not 
maintain records of property allocated to the county schools. She 
said that the former superintendent was forced to resign in 1950 be- 
cause of irregularities connected with the donable surplus property 
program and other matters. 

A member of a local school board, interviewed regarding the same 
matter, said that in October 1948 he accompanied the former superin- 
tendent to the State warehouse to select various items of donable 
property for the school and his personal use. He advised that he 
secured $800 worth of property for himself, for which he paid $136 
to the former superintendent who gave the money to the State ware- 
houseman. He transported the property from the warehouse directly 
to his farm, where he has used it since 1948. He further stated he 
never intended or used the property for educational purposes. 

Another member of the school board said that in October 1948 he 
accompanied the former superintendent to the State warehouse and 
purchased specialized equipment for his personal use. He explained 
that, at the board meeting, he had remarked that he needed a generator 
and other equipment for his farm. The superintendent told him to 
visit the State warehouse where he could pick out for ‘almost nothing”’ 
anything he wanted and needed. He emphasized that at no time was 
he led to understand that the surplus property was intended for educa- 
tional use only. He explained that he attempted to pay the State 
warehouseman for the equipment but was told to make a check out 
for the superintendent. The original cost of the property was es- 
timated at several hundred dollars. It was never used for educational 
purposes. 

15 (b). State records indicated that a member of a school board in 
another district. obtained six electric drills as donable surplus from the 
War Assets Administration. He stated that the drills, valued at 
several hundred dollars each, were never used for educational purposes 
but were immediately distributed to board members for their personal 
use. All but one of the members paid $5 to the superintendent for 
each drill. The State auditor’s report disclosed that thousands of 
dollars’ worth of property was sold te individuals in violation of the 
regulations governing the disposal of surplus property to educational 
institutions. 

15 (c). In another county, the supervisor of industrial arts and 
vocational education said that 4,438 new spare parts for a number of 
different models of Dodge trucks and cars, valued at $5,498.38, were 
obtained in June 1950, directly from the AOMT Depot, Philadelphia. 
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The State director obtained the parts upon payment of freight charges 
only. He said that only a few of the parts were used for educational 
purposes and that the remainder was surplus to the needs of the school 
and probably will never be used. Over a thousand of these parts in 
new and excellent condition were stacked outside the school building, 
exposed to the elements and incident deterioration. 

15 (d). The dean of administration in a university in the same State 
was interviewed regarding machinery the school had acquired which 
cost $69,089, but was never used for educational purposes. The 
machinery consisted of 11 power-drive milling and grinding machines. 
He stated that the machines were never used for educational purposes 
and were exchanged for other new and used machines without advice 
to, or i y from, the State or Federal Government. 

15 (e). The superintendent of schools in another county stated that 
a anes tinal of hand tools were sold by schools at public sales in 
1948 and 1949 without authorization. Most of these tools, he said, 
were not suited, needed, nor used for educational purposes. 

> (f). Another university in the State received $3,004.04 worth of 
gold lugs and castings from the State agency for the school of dentistry. 
The gold was in the same condition as when received; has never been 
used for the purpose it was donated; apparently will never be used; 
and has never been reported back to the State agency. 

16 (a). The property officer of a university located in a large Middle 
Atlantic State sold surplus property without authorization to commer- 
cial concerns and deposited the receipts from the sales to the credit 
of the university. The university files disclosed a proposal by an 
electric company to exchange some surplus property for certain elec- 
trical equipment. Examination of the records of the company re- 
vealed that surplus property was sold to the company by the univer- 
sity for $1,019, and other surplus property was exc hanged for electrical 
testing equipment. Officials of the university verified these transac- 
tions. 

The files also disclosed that a Landis valve grinder was sold to a 
valve-manufacturing corporation by the university in October 1948 
for two $1,000 United States 2 percent Government bonds. The 
university requested the State agency to approve the transaction but 
the request was refused. The corporation still has the grinder and 
no effort has been made to reacquire it. So far as known, the univer- 
sity still has the bonds. An investigation was made of the various 
facilities of the university to determine the quantity of unused surplus 
property on hand. A Packard marine engine worth $30,000 was 
found, in addition to other machinery, along with thousands of feet 
of copper cable worth $32,000. 

16 (b). Investigation of the activities of another large university 
developed that this institution had vast quantities of surplus property 
in storage. The excess consisted principally of specialized electronic 
equipment not adaptable to educational purposes. Quantities had 
been sold as junk and the proceeds of the sales were placed in the 
school’s general fund. A fire at the university in May 1948 destroyed 
a large ‘amount of the property. The university collected about 
$100, 000 insurane e, none of which has been remitted to the Govern- 
ment. 
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17 (a). In about May 1948, the assistant purchasing agent of a large 
university located in a New England State bought a large quantity 
of drugs from the War Assets Administration. The drugs had a 
commercial value of approximately $76,068.54, and were purchased 
at a discount of 95 percent, or for $3,803.43. The Surplus Property 
Act of 1944 required certification that drugs were to be used for edu- 
cational or medical purposes in university laboratories or infirmaries. 
Although the agent filed the certificate, he did not make the drugs 
available to the university but sold them to a commercial concern for 
$21,615.78. The drugs were subsequently resold for $51,030.18. 

The records further indicate that a former employee of the War 
Assets Administration and the Federal Works Agency, whose duty 
was to assist schools and colleges to obtain war surplus property from 
the War Assets Administration, was instrumental in locating the 
surplus drugs obtained by the purchasing agent of the university. 
In fact, the commercial concern, and not the university, paid the 
War Assets Administration for the drugs, and it also paid a commission 
to the former Federal employee. Both criminal and_ civil actions 
were filed against the principals in the United States District Court 
for the Southern District of New York in December 1948. 

(b). In the early spring of 1948 the same former Federal employee 
contracted with another university, on a fee basis, to obtain surplus 
property from the War Assets Administration for a foreign institution. 
War Assets Administration records show that 853 pneumatic drills, 
valued at $12,761.99, were sold to the university at a 95-percent 
educational discount, or a net cost of $638.10. Forty-five pneumatic 
drills, two Packard marine engines, and eight crates of miscellaneous 
machinery were shipped to the foreign institution in July 1948. He 
also procured : 35 cases of pneumatic drills, and sold them to an air- 
tool parts and services company for $2,000. Subsequently, the drills 
were resold for $19,250. 

17 (c). The same individual had been appointed as agent by 
number of colleges to purchase property from the War Assets Admin- 
istration. He leased a large warehouse in New York City where he 
stored property purchased on behalf of the various schools he repre- 
sented and the schools requisitioned the property from the warehouse, 
even though they had no immediate use for it. War Assets Adminis- 
tration records indicate that in July 1948 one of the colleges purchased 
3,470 pillows and 1,440 pounds of asbestos felt for $2,500 or at a 
95-percent educational discount. Only 1,000 pillows and 18 rolls of 
asbestos felt were received by the college. At the same time, the 
agent contacted the president of a commercial sales corporation and 
advised him that he had purchased the pillows and asbestos felt for 
the college but that the college did not need all of the property. The 
corporation purchased some of the pillows for $350, and subsequently 
sold them for $727.60. 

17 (d). In 1948, another college obtained quantities of surplus 
property at discounts, ranging from 40 to 95 percent of its value, 
from the War Assets Administration and the Federal Works Agency. 

17 (e). In this matter, the records in the Office of the United States 
attorney indicate that an official of the college became acquainted 
with a former War Assets Administration employee, then employed 
by the Federal Works Agency, whose job was to assist schools and 
colleges to obtain surplus property from the War Assets Administra- 
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tion. The college acquired so much surplus property that it owed over 
$100,000 for transportation costs alone. The college official then 
formed a company and sold some of the property to various commer- 
cial outlets and individuals for over $121,000. He then hired his 
Federal Works Agency contact to resell on a fee basis other property 
acquired by the college. The new salesman sold thousands of dollars 
worth of property, including $40,000 worth of drugs which netted 
him $15,000 and the college $25,000. 

18. Investigation in a Southern State brought out that a State 
court had appointed a committee to conduct an investigation into the 
activities of a former county superintendent of schools. The investi- 
gation was mainly directed toward the misuse and disposal of surplus 
property. 

The report of the committee showed that much of the surplus 
property issued to the county and received by the former super- 
intendent was never used for educational purposes, but was sold or 
otherwise disposed of to various private individuals and commercial 
concerns. The records disclosed that the former superintendent 
requisitioned many surplus items, such as burlap and hemp bags, 
small hand tools, comforts, blankets, tents, first-aid kits, refrigerators, 
electric stoves, hospital beds, and canvas cots which were subsequently 
sold in local hardware stores. The report of the committee was made 
available to the United States district attorney for his consideration 
in connection with possible prosecution by the Federal Government. 

19 (a). Records of a college in a southwestern State disclosed that 
electronic equipment valued at about $2,000, received from the Federal 
Works Agency; was exchanged for a radar set. The equipment was 
included in a carload of radio tubes received by the college during 
August 1947. Officials of the college advised that they asked for 500 
radio tubes; instead, they received a carload consisting of approxi- 
mately 11,000 radio tubes and other electrical equipment. The radio 
tubes were stored until about November 1948 and then exchanged 
for the radar set. 

19 (b). Another college in the State secured a truckload of surplus 
electronic equipment. The president of the college stated that the 
property could not be used by the college, and it was transferred to a 
university in another town. Subsequently, a professor at the univer- 
sity sold the equipment through an agent. However, the agent has 
never reimbursed either school. No action was taken against him. 


Exnisit 3A 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 14, 1952 
Hon. Wruuiam L. Dawson, 
Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives 

My Dear Mr. CHarrRMAN: Reference is made to your letter dated January 23, 
1951, in which you requested the General Accounting Office to conduct an in- 
vestigation of the disposition of donable surplus property to health and educational 
institutions under Public Law 152, 8ist Congress. The investigation at the 
State level was undertaken by our Office of Investigations and its report is at- 
tached. 

Although I find that many health and educational institutions, particularly in 
rural areas, have been benefited through application of Public Law 152, this 
investigation has brought to light a number of weaknesses in the administration 
of, and the results obtained from, the overall program designed by the law. 
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The facts reported indicate that costly emphasis was placed on the channeling 
of property into the State facilities, rather than a determined effort made to 
promote methods for the maximum utilization of excess property by Federal 
agencies. Therefore, the paramount end result, i. e., to minimize public ex- 
penditures for property, has not been attained by the classification and use of the 
property declared surplus under the program. Property was donated in large 
quantities to State agencies and institutions in excess of needs and requirements. 
Moreover, much of this property was still on hand and not being used for the pur- 
pose for which it was donated. It was also found, in many instances, that property 
acquired under Public Law 152 and other legislation had been misappropriated, 
sold, and/or used for unauthorized purposes. Funds realized from the sales have 
almost invariably been retained by the institutions; in some cases the goods or 
the money have gone into private hands. 

The reports indicate that the questionable transactions and practices per- 
petrated under the program can be attributed to the following policies and pro- 
cedures: 

(1) The failure on the part of the General Services Administration, and its 
predecessors, properly to screen excess property and the failure of certain other 
agencies to follow designated regulations promulgated for screening property 
peculiar to those agencies; 

(Informal advice has been received from General Services Administration that 
its activities during recent months have corrected the conditions noted and that 
currently greater care is being exercised. No independent evaluation has been 
made as to the current effectiveness of such action.) 

(2) The failure on the part of the Federal Security Agency to make proper 
determination of the use of surplus property after it was allocated to State agencies 
and health and educational institutions; 

(Informal advice has been received from the Federal Security Agency that 
administrative action has been taken during recent months to correct many of the 
conditions that have resulted in irregularities during the past years. It is also 
understood that some of the cases covered by this report have been settled through 
administrative or legal action on the part of that agency. No independent evalu- 
ation has been made, however, as to the current effectiveness of such actions.) 

(3) The failure on the part of the States to maintain records and to prescribe 
proper procedures for the institutions to follow in the control and use of donable 
surplus property; 

(4) The lack of complete instructions to State agencies and institutions espe- 
cially related to their disposition of surplus property ; 

(5) The lack of coordination on the part of Federal and State agencies in the 
administration of the program; 

(6) The failure of the responsible agencies to require that a complete factual 
statement accompany the certificate of need and to police the end use of the 
donated property; 

(7) The failure of the States and institutions receiving the property to regard 
the purpose of the gifts and the limits on their end use. 

I urge the committee to consider amending the existing legislation to provide 
for stronger internal controls geared to bring about a more complete utilization of 
excess property by Federal agencies. I suggest further that if, notwithstanding 
the developments and excesses disclosed in this report, the policy of transferring 
suplus property to the States is continued, the State educational agencies for sur- 
plus property and other eligible institutions be required to furnish certificates of 
need based on immediate requirements for surplus property, rather than mere 
statements of desire or estimated future requirements; also, as a basic control, that 
property be disposed of by sale rather than by donation, and the consideration be 
arrived at in relation to acquisition cost, or some other logical basis, but that dis- 
counts may not, as now, be granted for the full 100 percent of value. It will be 
noted this proposal, being based on use of a percentage of acquisition cost as 
already recorded on the disposal documents, is to be distinguished from the one 
adversely commented upon in my letter of July 14, 1950, to Chairman Bonner of 
the subcommittee. The former proposal was based upon current “fair value,’’ and 
would have entailed considerable administrative expense in establishing the figure 
applicable to each transaction. In order to carry out the responsibilities desig- 
nated, I strongly recommend that some provisions be made to police the receipt 
and distribution of the property so that the proper controls are maintained and the 
end use of the property is that contemplated by the statute 
Sincerely yours, 

Linpsay C. WARREN, 
Comptroller General of the United States. 
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Exuisit 3B 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
WasHINGTON, July 14, 1950. 
Hon. Hersert C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

My Drar Mr. CHarRMAN: Reference is made to your recent informal request 
for an expression of my views as to the feasibility of requiring payment by public- 
health and educational institutions for surplus property obtained by such institu- 
tions from the Federal Government. 

It is understood that the question of requiring such paym« s has arisen in the 
consideration of such bills as 8. 3781, 8. 3842, H. R. 6566, and H. R. 6634. each of 
which proposes to amend paragraphs (1) and (2) of section 203 (j) of the Federal 
Property and Administrative Services Act of 1949 (63 Stat. 386). As presently 
constituted, said paragraphs authorize the Administrator of General Services to 
donate to tax-supported school systems, schools, colleges, and universities which 
have been held exempt from taxation, for educational purposes in the State 
Territories, and possessions, such equipment, materials, books, or other sup] lie S 
under the control of any executive agency as shall have been determined 1 


surplus and 


e 
to be usable and necessary for educational purposes, or to ace iat 
such property to State departments of education or other designated State agence 
for distribution to schools, ete. 


The subject bills would amend the said paragraphs (1) and (2) so as to authori 


es 


donation of surplus property for “public-health purposes, including researcl 
as well as for educational purposes, to medical institutions, hospitals, or similar 
institutions, and to school systems, schools, colleges, and universities such as 


specified in the present law. By letter B—92102, dated January 25, 1950, Linformed 
the chairman of the Committee on Expenditures in the Executive Departments 
that while this Office had no special information as to the need or desirability of 
he legislation proposed by H. R. 6566 and H. R. 6634, it appeared meritoriou 
and that this Office offered no objection to favorable consideration thereof 

The underlying reason for the enactment of legislation authorizing the donation 
of wae property for educational and public health purposes undoubtedly is the 
benefit to the general public welfare which may be e xpecte d to result therefrom 
If educational and public health institutions were required to pay to the Federal 
Government the full value of surplus property received by them, or any su 
stantial percentage of o full value, it would appear that the very purpose of th 
legislation well might be defeated. The suggestion is understood to have heen 
made, however, that the institutions receiving such property might be required 
to make token payments therefor, through means of a special discount on fair 
value or otherwise. 

So far as concerns the granting of a special discount to recipient institutions, I 
am inclined to the belief that the revenue derived thereby would be more than 
offset by the additional administrative cost to the Government of determining 
the fair value of the property, which would be necessary before the discount 
could be applied, and of consummating sales on that basis. A somewhat similar 
procedure was utilized by the War Assets Administration under section 13 (a) of 
the Surplus Property Act of 1944 (58 Stat 770) which provided for a ‘public 
benefit allowance”’ to certain purchasers of surplus property, including educational 
and public health institutions. It is understood that the practice followed was to 
allow such institutions a 95 percent discount on fair value, the 5 percent charged 
being intended to cover the costs of handling the disposal of the property. It is 
my understanding that this preetnee resulted in many complaints and consider- 
able expense to the Government. Under section 203 (j) of the Federal Property 
and Administrative Services Act of 1949 substantially the same revenue is derived 
by requiring educational institutions to pay for the costs of care and handling of 
surplus property received by them, and this requirement is continued in the 
proposed amendments to that section. 

In view of the above-discussed unfavorable experience with the special discount 
procedure, it is my belief that _ provisions of the proposed legislation, requiring 
payment only of the costs of care and handling of donated surplus property, are 
more desirable both from she standpoint of public benefit and lower cost to the 
Government. 

Sincerely yours, 


Linpsay C. WARREN, 
Comptroller General of the United States, 
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ExuHiBit 3C 


STATEMENT OF CHARLES E. JOHNSON, LEGISLATIVE ATTORNEY, GENERAL 
AccouNTING OFrFicre, BEFORE THE SENATE COMMITTEE ON EXPENDITURES IN 
THE EXECUTIVE DEPARTMENTS ON 8. 3842, JuLy 20, 1950 


The General Accounting Office section-by-section analysis of 8. 3842 was sent 
to your committee July 18, 1950. Section 1 would clarify existing authority to 
procure forms and printed matter. Section 2 would shift the surcharge on goods 
procured from the procuring agency to the General Services Administration 
appropriation. Section 3 contains recommendations of the General Accounting 
Office on accounting matters, and would facilitate fiscal procedures. Section 4 
would permit donation of surplus property for public health purposes, along with 
the educational purposes provided for in the Federal Property and Administra- 
tive Services Act of 1949; a separate statement on the section is attached. 

Section 5 would amend section 210 of the Federal Property and Administra- 
tive Services Act. The proposed section 210 (a) is largely a consolidation of 
existing language from annual appropriation acts. Paragraph 5 of the section 
would transfer to General Services Administration certain authority of Federal 
agencies which were transferred to the administration under the 1949 act. Para- 
graph 8 would give the General Services Administrator authority, with specific 
responsibilities, to alter rented premises without regard to the 25 percent limita- 
tion in the Economy Act. Paragraphs 10 and 12 extend previous authority of the 
Administrator with respect to furnishing of utilities and the acquisition of real 
estate. Subsection (b) would provide for operation and maintenance of buildings 
owned by the United States or its Corporations. Subsections (c) and (d) would 
authorize the Administrator, on request, and with exceptions, to acquire land, 
make plans, etec., for buildings and supervise construction. These provisions 
in general follow Reorganization Plan 18. 

Section 5 also would add a new section 211 of the act, on identification of motor 
vehicles. 

Section 6 of the bill would be the Federal Records Act of 1950. The overall 
purpose of the section is approved by the General Accounting Office. Briefly, it 
appears that the act is designed to fill an urgent need to improve the management 
and use of Government records. The bill would impose on the Administrator of 
General Services the principal responsibility to accomplish this purpose, along 
with the necessary measure of authority to carry out his responsibility in proper 
balance with respect to the duties and requirements of all the agencies. There 
would be a central agency, working in cooperation with all others, to lead and 
coordinate a program of more efficient and effective utilization, maintenance and 
disposal of records. 

It appears evident that administration of the program by the General Services 
Administrator is desirable. Ample provision is made for considering the jurisdic- 
tion and needs of all agencies. Standards and procedures promulgated by the 
Administrator, within his authority, would have to be observed by the agencies, 
and any violation of the provisions of the act would be reported by the Adminis- 
trator to the Congress and the President. 

The Comptroller General long has been cognizant of the need for improved 
management of Federal records. This bill, establishing a central responsible 
agency, appears designed to accomplish that purpose. It would provide machinery 
to guide and assist all agencies—including the General Accounting Office—in the 
betterment of their own records procedures and practices. Just as in the case in 
the accounting field, where the Comptroller General, the Secretary of the Treasury, 
and the Director, Bureau of the Budget—the heads of the three central fiscal 
agencies—have joined with all the agencies in a cooperative program to improve 
accounting and financial reporting, a comparable program for Federal records, 
under the leadership of the General Services Administrator, should be a significant 
step toward greater economy and efficiency in Government. 

he several suggestions of the General Accounting Office dealing with matters 
directly affecting the Office have been incorporated in the committee print of 
S. 3842, and have the informal approval of the Bureau of the Budget and the 
General Services Administration. The Office will be pleased to give any further 
assistance desired by your committee on these or other provisions of the bill. 
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Statements made by States as to general soundness of current donable surplus property 
program and suggestions for changes in basic legislation or operation regulations 


State 


Alabama 
Arizona 


Arkansas 
California 
Colorado 


a¥ 


Connecticut 


Delaware 
Florida 


Georgia 
Idaho 
I}linois 
Indiana 


lowa 
Kansas 
Kentucky 


Louisiana 


{ Maine 


Maryland 


Massachusetts 


‘ Michigan 


Minnesota 
Mississippi 


ilar 


wach 


Briefs of States’ comments 


No reply 

Not possible to evaluate soundness of present 
Federal-State program, but GAO report and 
Arizona's experience condemn present system 
as loaded with loopholes. Some of property 
has served excellent purpose in educational 
institutions, but unless majority of it reaches 
this end, it would be heard to justify the lesses 

No reply 

Unable to accept invitation to testify 

Enabling act recently passed; after meeting of 
State agencies, statement can he made as to 
value of current program 

Present program has been satisfactory 


No reply 
Handling of program in Florida meets the stand 
ard set up by the Federal Security Agency 

No reply 

do 
do 

Program is basically sound; schools and hospitals 
have benefited and program has saved tax 
payers considerable amount of money Pro 
gram in Indiana has been revised to comply 
with Public Law 152 

No reply 

Current program is satisfactory 

Present law generally acceptable; basically 
sound, but minor changes desirable to correct 
conflicts and misunderstandings of regulations 
by setting up State plan of operation, issuance 
of uniform property disposal regulations by 
Government agencies and an adequat estaff on 
Federal level provided for screening, alloca- 
tion, and effecting proper utilization of prop- 
erty 

Surplus property has been received and used as 
prescribed by law. Splendid Federal-State 
cooperation 

Not a very major problem as amount of surplus 
property in Maine is minor. Loss of taxable 
property to Government is one that is disturb- 
ing to local communities due to rapid growth 
of defense areas. 

-| Operating on sound basis; Maryland has re 
ceived about $10 million of surplus property; if 
program is expanded, it will be necessary for 
State to make service charge to recipients 
Restriction on use of property for educational 
purposes difficult to explain when Boy Scouts 
are eligible to receive the property under 
another law, without restrictions on utilization 
and with priority over educational and health 
institutions. 

Not feasible to pay for surplus property; prevent 
sale to private business 

Not a large participant in program. Program is 
basically sound. Federal agencies do not 
screen out worthless property and failure of 
State to do so results in receipt of some prop- 
erty that is ‘‘junk’’—60 percent worthless 
carrying heavy freight charges. 

No reply ‘ 

Heavy uses of surplus property now being fully 
utilized, by educational and health institu- 
tions. Acquisitions under laws in effect prior 
to Public Law 152 and before U. 8. Office of 
Education and State agencies were set up to 
screen and allocate property were perhaps not 
always well utilized. Present Federal-State 
program is sound and with some tightening of 
operational procedures is perhaps. best possible 
under eireumstances 


Recommendations 


Airfields and permanent struc- 
tures should be sold to highest 
bidders so such property would 
go on tax rolls 


Present method should be con- 
tinued 


Favors continuation of program 
as now administered 


Perhaps few minor changes and 
some tightening up needed 


Favors continuance of program 


Hopes program is continued 


Place disposal of surplus under 1 
agency. 

Screen out worthless property at 
Federal level. Tighten pro- 
eedures and controls. Does 
not favor paying a nominal 
sum for property 


Sufficient funds for Department 
of Health, Education and Pub- 
lic Welfare to operate program 
and check compliance. No 
payments to be made by State. 
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Statements made by States as to general soundness of current donable surplus property 


rogram and su é€stions for ¢ ranges tn OaS8iC Legistation or operation reguiations— 
prog 1 suggest f h basic | lat t lation 


Continued 


Missouri 


Montana 


Nebraska 


Nevada 
New Hampshire 


New Jersey 


New Mexice 


North Carolina 
North Dakota 


Ohio 


Oklahoma 
Oregon 
Pennsy:vania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 


Texas 





Briefs of States’ comments 


Purpose of program is basically sound; has made 
vast amounts of property available not other- 
wise available; present Federal-State operation 
satisfactory and probably best that can be 
devised. Federal Government should moni 
tor program Appropriations for program at 
Federal level have not been stable 









Feels where irregularities occur, they are result 
) i i i i not the law Public 
Law 152 has been boon to most of Montana 
school districts; and educational institutions 
and hospitals have received valuable equip 
ment and material at low cost 
aska is in a FSA region, where very little 
lus property is available and hence must 
from leftovers from other regions 
ould like method that would make property 
ible to State at initial offering of surplus 











asically sound and State has bene 
donation of Federal sur- 
$ property to its schools and hospitals 
ration and organization of program are satis- 
factory and basically sound; meets existing 
needs of eligible claimants and does not believe 
there has been any noncompliance with basic 
intent of Public Law 152 
Present program is basically sound; Federal- 
State relationship as now exists is a desirable 
way to operate program 














Che t wcquiring Federal surplus property 

1 by loeal recipient institutions 
wl encourages requests for only needed 
and usable property and a safeguard against 









rregularities. Desirable property for lth 
ind educational use often lost to State because 
of short time (10 days) in which it has to 


ivass eligible claimants and file application 


No comment 


Any change in cost to States or schools would 
curtail sharply utilization of surplus property 
by schools; must take considerable amount of 


unusable property to obtain usable property; 
can afford to do this under present arrange- 
ment 
Better to give property accumulating in military 
services that requires disposal, to govern- 
mental health and educational institutions 
than to sell it for practically nothing to scaven 
gers who subsequently unload them upon the 
public. Program has worked satisfactory in 
State and donable material was used for pur- 
pose intended 
No reply 
No comment 
No reply 
do 
do 
do 
Program is basically sound; many items being 
sold by Federal agencies at low return that are 
needed by health and educational intsitutions 
Department coordinator, Atlanta, failed to 
ad vise 6 Southeastern States of $467,000 surplus 
property offered in March due to inadequate 
personne! in field office to handle equitably 
Surplus property program has been tremendous 
help to schools and health agencies and should 
continue; do not favor paying for surplus prop- 
erty. Considerable merit to plan to place pro- 
gram under GSA entirely 











Recommendations 


Opposes suggestion States pay a 
nominal sum for property re- 
ceived. Suggests Congress 
appropriate sufficient funds to 
handle efficiently or take pro- 
gram off statutes, and that 
instead of selling vast quanti- 
ties of property at low prices 
greater benefits would accrue 
by donating for public benefit. 

Suggest continuance of program 
with amendments needed to 
safeguard proper handling 





Suggests Public Law 152 be 
amended to give sole responsi- 
bility for disposal of surplus 
donable property and enforce- 
ment of compliance to Admin- 
istrator of GSA 





Present plan should be con- 
tinued 


Suggests adequate screening at 
Feder level would enable 
State employees who have been 
doing this job to give more 
time to supervising the distri 
bution and utilization of prop- 
erty acquired. More time than 
10 days should be allowed State 
to apply for and pick up 
property 





Suggests program be continued 


aS It is 


Does not urge Federal Govern 
ment to continue to expand its 
program of giving things away 
Make surplus available also to 
welfare institutions 


Amend Public Law 152 so that 
educational and health items 
are channeled to educational 
and health institutions 


Place responsibility for compli 
ance on State agencies. Place 
responsibility for determining 
what is needed and usable on 
State agencies. 
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Statements made by States as to general soundness of current donable surplus property 


program and suggestions for changes in basic legislation or operation regulations— 
Continued 


sae —* = ts secetnsnbinsnd aciubittebid= 


State | Briefs of States’ comments | Recommendations 


Dea eth cinbteccn Believes surplus property program as adminis- | Abuses should be eliminated 
tered has been deficient in many ways; recipi- | 
ents should pay fair value for property to cur- 
tail acquiring what is not needed; abuses in 
| sale of surplus property at low prices which | 
| has been resold by individuals at a large profit. | 
| 
| 


Vermonst............) Neseplyin.n. sssssyesd-sesees- cet hBdb thi tren 
Virginia... Send ieiaaniin ; 
Washington......._..| Program has been of material assistance to | 


schools, hospitals and State institutions; State 
| in full compliance as to State law. 

West Virginia... Program is basically sound; surplus property 
retains its public benefit function; State setup 
provides for safeguards against misuse and 

| violations of Federal regulations. 

Wisconsin . ...| Generally program is sound; has had specific | Program should be continued. 

| benefit particularly in areas where commod- | 
ities particularly fit needs in certain areas 
Believes program could be improved if State | 
agency is legally established and subject to 
independent audit. 

Wyoming | No objection to administration of program. 
State legislature did not appropriate funds for | 


participation in program for next 2 years. ] 


Exurpitr 5 


LerrerRs From State GOvERNORS CONCERNING OPERATION OF DONABLE 
SuRPLUsS Prorerty PROGRAM 


Orrice OF THE GOVERNOR, 
State Housg, 
Phoenix, Ariz., April 18, 1953. 
Hon. Cecin M. Harpen, 
Chairman, Intergovernmental Relations, Subcommittee of the Committee on 
Government Operations, Washington, D. C. 


Dear Senator Harpen: After reading the report of the investigation of 
surplus property acquired by State educational agencies, it’s impossible to give 
an affirmative answer to the question, “Is the Federal-State program the best 
possible under the circumstances?’ This report and our experience alone add up 
to more than enough to condemn the present system as loaded with loopholes. 

Undoubtedly the worst thing that has happened is the comparative ease with 
which property has disappeared or fallen into hands that had no right to it. 
In any political situation where administrations are subject to constant change 
and responsibility is being shifted from shoulder to shoulder there’s precious little 
hope of keeping an account of such illusive items as inventories. Without them 
the situation becomes utterly hopeless. 

In the case of large installations, such as airfields and permanent structures, 
unless the States are lucky enough to see them placed in thoroughly competent 
hands it isn’t long until you have a maintenance problem that can be a tremendous 
burden. It seems to me that such properties should be sold to the highest bidders 
in every case. This would guarantee a maximum recovery for the Federal Govern- 
ment and the States would then have the property on the tax rolls. To be sure 
some of it has served an excellent purpose in educational institutions, but unless 
the larger majority of it has reached this end it would be hard to justify the losses. 
Waste in connection with the handling of such surpluses is probably inevitable, 
but under no circumstances should such waste ever have to be charged up to 
misappropriation, mismanagement, and confusion as is too often the case now. 

Sincerely, 
Howarp PyY.e, Governor. 





83459—53 


13 





DONABLE SURPLUS PROPERTY PROGRAM 


State oF CALIFORNIA, 
GOVERNOR’sS OFFICE, 
Sacramento, April 2, 1958. 
Hon. Crecit M. Harpen, 
Chairman, Intergovernmental Relations Subcommittee of the Committee 
on Government Operations, House Office Building, Washington, D. C. 


My Dear ConGREsSsMAN: It was most thoughtful of you to extend me an 
invitation to testify on April 21 before your subcommittee on the surplus program. 
However, because of the press of duties imposed upon me by the present session 
of the legislature here in California, it will not be possible for me to leave and 
attend your committee hearing. 

I regret very much that I am unable to accept your invitation. 

Sincerely, 
EarRL WARREN, Governor. 


THE StTaTE OF COLORADO, 
EXECUTIVE CHAMBERS, 
Denver, April 10, 1958. 
Hon. Ceci, M. HarpeEn, 
House of Representatives, Congress of the United States, 
Washington, D. C. 

Dear Mrs. HarpeEn: In the absence of Governor Thornton I would like to 
reply to your letter dated March 25, 1953, concerning your study of the surplus 
property program. 

First, I would like to advise that it will be impossible for Governor Thornton 
to personally testify before your subcommittee on April 21. Second, last week 
the Governor signed into law an enabling act for the State of Colorado on this 
program, and a meeting is being held on April 18 with the various State agencies 
involved to discuss the old plan of operations and new proposals. After that 
meeting, I am sure that a better statement can be made to your subcommittee 
as to the general value of the current program. 

Sincerely, 
F. Ross Brown, 
Executive Assistant. 


STATE OF CONNECTICUT, 
EXECUTIVE CHAMBERS, 
Hartford, April 21, 1953. 
Mrs. Crecin M. HARDEN, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear Mrs. Harpen: Thank you for your letter with respect to relationships 
between Federal, State, county, and municipal governments. 

Regarding the donable surplus property program as authorized by Public Act 
152 of the 8lst Congress, it is the opinion of Mr. Frank M. Lynch, commis- 
sioner of finance and control that the present method of handling surplus property 
has proved satisfactory and should be continued. 

Pursuant to executive order the Connecticut Departments of Education and 
Health have been designated as the agencies to receive such gifts. The State 
department of education, as the principal agency concerned, will file the necessary 
plan with the Federal Security Administration prior to June 30, 1953. 

With kind regards, 

Sincerely yours, 


JoHun Lopa@p, Governor. 


STATE OF FLORIDA, 
EXECUIIVE DEPARTMENT, 
Tallahassee, April 10, 1958. 
Hon. Ceci, M. HarpeEn, M. C., 
Chairman, Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 

DEAR CONGRESSWOMAN Happen: After receiving your recent communication 

with respect to the Federal surplus property program, I have ascertained that 
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the handling of the program in the State of Florida more than meets the standard 
set up by the Federal Security Agency. 
The program has been operating in a very satisfactory manner in this State. 
I favor the continuation of the program as administered at the present time. 
Sincerely, 
Dan McCarry, Governor. 


STATE OF FLORIDA, 
EXECUTIVE DEPARTMENT, 
Tallahassee, March. 81, 19638. 
Hon. Ceci, M. Harpen, M. C 
Chairman Intergovernmental Relations Subcommittee, 
House Office Building, Washington, D. C. 


Dear CONGRESSWOMAN: Thank you very much for your letter with respect to 
the surplus property program authorized by Public Law 152, 81st Congress, as 
amended. 

I appreciate your giving me the opportunity to comment on this program and 
will be happy to pass on to you any observations which may seem pertinent. 

Sincerely, 
Dan McCarry, Governor. 


STATE OF INDIANA, 
Indianapolis, May 8, 1958. 
Hon. Ceci, HARDEN, 
House of Representatives, Washington, D. C. 


Dear CectL: Enclosed you will find a self-explanatory memorandum from 
George B. Simons, who directs the management of surplus property, in the 
Department of Public Works and Supply. If it and the material are insufficient 
to answer your questions about the operation of this program in Indiana, and 
you will let us know what further information you would like to have, we shall be 
glad to cooperate in any way possible. 

Sincerely, 
Grorce N. Craic, Governor. 


STATE OF INDIANA, 
Division oF PusBitic Works AND SuPpPiy, 
Indianapolis, April 16, 1958. 
To: Mr. John A, Cartwright, director, public works and supply. 
From: George B. Simons, supervisor, surplus property. 
Subject: Operations of Government surplus property in the State of Indiana. 

The surplus property program was set up by an act of legislature in 1947 and 
was then placed under the supervision of the Department of Public Instruction. 
On December 1, 1950, by Executive order, the program was transferred to the 
division of public works and supply. Walter R. Mybeck, being director of this 
department, appointed me (George B. Simons) supervisor. Under his guidance 
and with the help of the Indiana State Board of Accounts the entire program was 
revised to comply with Public Law 152, which was set up by the 8ist Congress 

We immediately sent out notices to all health and educational departments 
giving them a very clear picture of our revised program. This, together with 
their having to sign the “Notice of compliance with existing regulations’? when 
receiving property, the Indiana SASP believes that the health and educational 
departments have been greatly enlightened on the laws and regulations. We 
have found them all very cooperative and I do not believe we are having the 
irregularities which occurred previously to our taking over. We have worked 
very diligently to clear up these irregularities and I feel we now have the situation 
pretty well in hand. 

It is my opinion that the present program is basically sound with perhaps a 
few minor changes and a little tightening up here and there, The present program 
has certainly been wonderful for many of our schools and hospitals and we have 
received several letters telling us how very much they have benefited from our 
program. Not only have our schools and hospitals benefited, but this program 
has certainly saved the taxpayers a considerable amount of money. 

Attached is an outline of our surplus property program operations. 

The warehouse keeps a perpetual inventory of all nonexpendable property 
received and distributed. 
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STATE OF INDIANA, 
Division OF PusBiic Works AND SUPPLY, 
Indianapolis, Ind. 





From: George B. Simons, Supervisor, Surplus Property. 
Subject: Surplus property program operation in Indiana. 
Date: June 13, 1952. 


ALLOCATION OF PROPERTY PROCEDURE 


The Federal Security Agency, Chicago, Ill., sends us a letter of determination 
form No. FS—136 listing the property either under topic reported or nonreported. 
This determination lists the holding agency and property location. With each 
letter of determination there is a tentative acceptance sheet on front for selection 
of the list. We do not accept any property that is a great distance or that would 
make the property handling charge too high to our educational institutions, 
health centers and hospitals. You are to list the maximum and minimum and 
send the tentative acceptance sheet back to the Federal Security Agency in 
Chicago, Ill. The Federal Security Agency approves either the maximum or 
minimum or sometimes we are given the entire allocation. 

Upon receipt of the Federal Security Agency’s approval we send in form FS-135 
completing numbers 1, 2, 3, 4, 6, 6c, 7, 8, 8a, 9, 11, and sign and date under State 
applicant on right-hand side (sample enclosed). Also, we fill out the description 
of items on back side of FS—135 giving line item number, report of identification 
and stock number, property description, condition of property, unit, unit screened, 
unit and total acquisition cost. The FS—135’s are filed by numerical file each in a 
separate manila folder. We have two files to keep these forms in a pending file 
and completed file. We make out 1 original and 6 carbon copies of FS—135 
listing property on letter of determination (FS-136). Five copies are sent to 
FSA, one is for our pending file with the original FS—136 attached and one for 
our warehouse foreman. Then the FSA issues us a carbon copy of the release on 
form letter addressed to the holding agency to the attention of the property 


officer in charge. We place the FSA release with our FS—135 until we receive a 
release from the holding agency. The holding agency will then notify the property 


location officer and he will notify us by letter or telephone that the property 
is ready for pickup at such and such time and date. Wethen issue our warehouse 
foreman by form letter (copy enclosed) that this property is ready for pick up. 
The foreman telephones us of the pickup date and time and we immediately 
write the property officer in charge of the date and the time. We usually send our 
own trucker or our semitrailer for which we have leased according to the load 
capacity. When the truck arrives at the warehouse immediately upon unloading 
the property is checked out piece by piece against the FS—135 to see if we are long 
or short on any items. Then these items are placed on our warehouse inventory 
records. We keep a perpetual inventory at the wrehouse. The warehouse 
foreman notifies us by letter listing the property picked up, date, allocation number, 
and the handling charge on each item. The bookkeeper lists the property 
received on a form (receipt of allocation) (copy attached) listing the date, type of 
equipment, source, FS—135 number, property ‘ocation, total acquisition cost and 
whether it is reported or nonreported. 

Then the bookkeeper checks the items off the FS—-135 and marks the FS—135 
“Picked Up and Dated”’ and also dates the folder too and puts the FS-135 in 
the completed file. The bookkeeper also has a book file listing the information 
which is given on the line items and lists the pickup date. 

We determine our handling charges by transportation, paperwork, personnel 
overhead, and operating expenses. 


IDENTIFICATION CARD SYSTEM 


Due to the educational institutions bringing in men that weren’t authorized to 
select surplus property we had to devise a system to curb the selecting of property 
that wasn’t being used in the school system. For 3 years we have had identifica- 
tion ecard (copy enclosed) for this purpose which has to be signed by a superintend- 
ent, principal, trustee, in both health and education. The selector keeps the right 
hand portion of card for his identity at the warehouse and the left hand portion 
is sent back to our office. These identification cards are listed numerically, 2 
cards to principals, colleges, and universities, 1 to trustees, county, town and city 
superintendents, and hospitals. When we send out these cards we have the book- 
keeper list these numerically on triplicate sheets, 1 for the warehouse foreman, 1 for 
myself and 1 for the file. When we received these cards filled out we listed them 
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again to get the authorizing agent’s name and the person he selected to select 
surplus property. Then we send these cards to the warehouse where they are on 
crossfile, one numerically and the other alphabetically listing the selector’s name. 
When a selector comes to the warehouse he must present his card to our warehouse 
foreman who has his clerk check the name and the identification number. We 
allow only one selector to each identification card. We have found that this 
method has been very efficient and that the educational and health institutions 
have cooperated wholeheartedly, 


WAREHOUSE BILLING 


Enclosed please find a sample bill which we use. You will note that these bills 
are numbered also. The bills are in quadruplet, one white copy (original copy), 
pink, green, and yellow copy. The information given is the date, identification 
card number, selector’s name, school name and mailing address and how shipped 
(usually they pick up property), description of property, quantity, handling 
charge and total handling charge, selector’s signature below the total handling 
charge. It also lists the invoice posting date, receipt numbers and dates, and 
bookkeeper’s signature. The bill lists the person’s signature who types the bill 
whether charge or cash and foreman’s signature. 

When the Federal general accounting organization was here they suggested 
that we revise our forms (copy enclosed) so that we could have a noncommercial 
effect. Also they suggested that we revise the Government local compliance 
with existing regulations. We did this by having a larger print (copy attached) 
of the Government regulations to impress upon the selector’s mind under what 
conditions he is taking property. The selector signs three copies of the revised 
Government regulations. The original is attached to the original billing and the 
second copy to the pink bill and the third copy to the green bill. The white and 
yellow copies of the bill are sent to our office, the pink billing for the selector, and 
the green billing for the warehouse file. The warehouse keeps their copy of the 
bill in a numerical file. When the warehouse disposes of any property it is marked 
off the inventory at the end of a day’s business. 


BOOKKEEPING SETUP 


When the white and yellow bill copies are sent to our office the bookkepper 
transfers the information listed on the bill onto an invoice-voucher (copy enclosed). 
These are numbered consecutively. The invoice-vouchers contain the following 
information: 

Charged to: School and mailing address and directly below is listed the 
selector’s name. 

Shipped to: This may be same as above or a department of school such as 
vocational or practice arts. 

Customer’s order number, requisition number, shipping order number— 
leave blank as these bills don’t require this information. 

Invoice date: Date when invoice-voucher is made up. 

Date shipped: Bill date shipped via: Most usually picked up. 

Charges: Collect Salesman: Warehouse Forenian. 

Plant invoice No.: Bill number f. 0. b.: Leave blank. 

Terms: If they pay by cash or check we mark either one. 

List the quantity, unit if any, catalog number—leave blank, give description— 
given on bill, unit price—leave blank and give the item amount and the total 
amount. 

Listed directly below the items we list the idéntification card number. If the 
school pays by cash or check we mark it right below identification “Paid in full 
by cash,” if by check, give check number. On the lower half of sheet where it 
lists date paid—that is marked with receipt date amount and bill amount. List 
either cash or check. Then the first two invoice-vouchers are signed and notar- 
ized by chief accountant and notary public. The white and blue copies are sent 
to the school. If the school does not pay in full then we send the manila colored 
copy (remittance copy) with the white and blue billing. The bright yellow and 
pink copy (extra copy) (some schools request more than two copies) are attached 
to the white billing copy and the copy of the Government Local Compliance 
Regulations are attached. The yellow copy of the billing is put in our numerical 
file. The white and yellow billing is also receipted and dated and signed by the 
bookkeeper and marked in the upper left hand corner the invoice-voucher num- 
ber. Then these invoice-vouchers are ready to be entered in the ledger. The 
bookkeeper first enters the receipt on ledger sheets for the monthly report. Our 
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ledger setup has a ledger control sheet (copy attached) for each month. The 
school names are entered alphabetically The invoice-vouchers are totaled and 
entered under invoice-voucher marked ‘“‘Daily and To Date’’ and the receipts are 
entered in the same manner. At the end of each month a total is taken—invoice- 
vouchers minus receipts and credits which will give us the balance of unpaid 
invoice-vouchers listed in the ledger. We also take a total of the actual invoice- 
vouchers sheets for comparison. The paid invoice-vouchers are in a separate 
file from the unpaid invoice-vouchers 

In entering the invoice-vouchers the bookkeeper lists the invoice date, school 
and mailing address, invoice voucher number, amount and when paid, lists the 
receipt date, mark either cash or check and check number, invoice-voucher num- 
ber and invoice-voucher amount. 

Then at the end of each month the bookkeeper sends out statements of unpaid 
invoice-vouchers and also makes 1 original and 2 carbon copies listing the unpaid 
invoice-vouchers. One copy for our files, 1 for G. B. Simons, and 1 for our ware- 
house foreman. We allow no refund on any property as this is only a mere 
handling charge 

If we are allocated any vehicles these are listed by make, model, motor num- 
ber, property location and to what educational institution the vehicles were 
allocated. 

Approximately 2 years ago we sent out @ questionnaire to find out what kind 
of property the schools were interested in. These are on file at the warehouse by 
county and we did get a good response from the questionnaire. It seems that 
the schools are mostly interested in shop tools, office equipment, typewriters, and 
cafeteria equipment. This type of equipment we can’t get enough of. 


RECEIPTS 


The receipts are numerically in books (copy enclosed). These are made out 
in duplicate. These receipts list date, school, mailing address, invoice-voucher 


number covered by check and cash and signed by bookkeeper. The bookkeeper 
also issues our foreman a receipt which is in duplicate of all cash only that he 
brings in with the bills and the receipt is marked with the bill numbers covered 
by the cash amount. 

The daily receipts are deposited in an open account at the treasurer’s office and 
thus transferred into the account at the end of the month by quietus. 

We try to impress the selectors that they are selecting this property for school 
use only and take only what the school can use and that the property is no longer 
returnable. 

So far, Indiana is doing fine with the above surplus property program. 


STATE OF KANSAS, 
OFFICE OF StTaTE Business MANAGER, 
Topeka, April 8, 1958. 
Ceci M. HARDEN, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, Washington, D. C. 


Dear Mrs. Harpen: Your letter of March 25, 1953, to the governor has been 
referred to the board of administration for reply. 
We wish to advise that from the state point of view, the current program of 
the surplus property is working very satisfactory. 
Very truly yours, 
Ep Burgce, 
State Business Manager, Director, Kansas Surplus Property. 


COMMONWEALTH OF KENTUCKY, 
EXECUTIVE CHAMBER, 
Frankfort, April 20, 1958. 


Hon. Cecru M. HaArpeEn, 
House Office Building, Washington, D. C. 


Dear CoNnGRESSWOMAN: The enclosed letter responds to your inquiry rela- 
tive to the distribution of surplus property in Kentucky. These are the views 
of Mr. Wendell Butler, state superintendent of public instruction, who is closest 
to this situation. I support these views. 
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The distribution program has been no problem in this State. 
Neither Mr. Butler nor I care to testify at the hearing in Washington. 
With best wishes, I am 
Sincerely yours, 
LAWRENCE W. WETHERBY, Governor. 


COMMONWEALTH OF KENTUCKY, 
DEPARTMENT OF EDUCATION, 
Frankfort, April 13, 1953. 
Hon. LawRkENcE W. WETHERBY, 
Governor of Kentucky, 
Capitol Building, Frankfort, Ky. 

DeaR GOVERNOR WETHERBY: I have given some consideration to the letter 
which you referred to me from Cecil M. Harden of the United States House of 
Representatives concerning surplus property. Iam glad to say that none of the 
conditions which were mentioned in the bulletin appear to be applicable to Ken- 
tucky. 

In discussing the matter with my personnel concerned with surplus property, 
they advised me as follows: 

Public Law 152, 81st Congress, as amended, is generally acceptable to the health 
and educational forces in Kentucky. This law is basically sound but a few minor 
changes may be desirable from an administrative point of view. 

The abuses that seem to have occurred, though few when viewing the total 
property disposal program, may have been caused by the confusion that has 
existed due to conflicts and misunderstanding of regulations. It is in this field 
that remedial steps should be taken, thus making Public Law 152, as amended, 
more effective. It is understood by this office that the following recommenda- 
tions have been proposed: 

1. That a State plan of operation be set up; 

2. That governmental agencies and departments issue uniform property- 
disposal regulations; 

3. That an adequate staff, on the Federal level, be provided for screening, 
allocating, and effecting proper utilization of property. 

It is felt that if the above changes are made and implemented the responsibility 
of the Federal Government will have been met. Once property has been donated 
to a State or institution, no further expense would be required to monitor the 
program. 

Every effort should be made to continue the program to enable eligible educa- 
tional and health institutions in Kentucky to secure property to meet their 
critical needs. The benefit accruing to this Commonwealth and the Federal 
Government through the Surplus Property Program is far greater than could 
be derived through public sale of the property. 

I hope this gives the information which is needed. 

Sincerely yours, 
WENDELL P. BuTLeER, 
Superintendent of Public Instruction. 


Strate or LOUISIANA, 
EXECUTIVE DEPARTMENT, 
Baton Rouge, April 16, 1953. 
Hon. Ceci M. Harpen, 
Chairman, Intergovernmental Relations Subcommittee of the 
Committee on Government Operations, 
Washington, D. C. 

Dear Mrs. HarpeEn: I am in receipt of your letter of March 25 with reference 
to the surplus property program authorized by Public Law 152, 81st Congress, 
as amended, 

In checking into the operation of this program in our State, I find that surplus 
property has been received and used for the purposes outlined in the law, and 
that a splendid spirit of cooperation exists between the Federal agency and our 
State agency. 

I hope that the present program will be continued as I feel that it is basically 
sound, 

Sincerely, 
Rosert F, KENNON. 
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STaTeE or MAINE, 
OFFICE OF THE GOVERNOR, 
Augusta, April 6, 1953. 
Hon. Ceci, M.HARDEN, 
Chairman, Intergovernmental Relations Subcommittee of the 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear Mrs. HarveEn: I appreciate your writing me regarding the relationship 
between Federal, State, county, and municipal governments relative to surplus 
property. 

As far as I know, this does not constitute a very major problem here in Maine 
as the amount of surplus Government property up here is minor. 

The problem of loss of taxable property to the Government is one that is 
disturbing to our local communities here as with the rapid growth of defense 
areas, much valuable property has been absorbed at a loss to the community in 
taxes. Other Federal-State relationships here in Maine are reasonably good, I 
am happy to say. 

Sincerely, 
Burton M, Cross. 





Stare DEPARTMENT OF EpvucaTION, 
Baltimore, Md., April 15, 1958. 
Hon. Cecin M. Harpen, 
Chairman, Intergovernmental Relations Subcommittee, of the Committee on 
Government Operations, House Office Building, Washington, D. C. 


My Dear CONGRESSWOMAN HarpeEN: Your letter of March 25, addressed to 
Hon. Theodore R. MecKeldin, Jr., Governor of Maryland, has been forwarded to 
me for reply. The purpose of your communication was to obtain information 
relative to the operation of the distribution of donable surplus property under 
Public Law 152, 81st Congress, as amended. In particular, your committee is 
interested in learning how the program under the above-mentioned public law is 
operating in Maryland. 

Briefly, my comments relative to the Maryland program are as follows: 

(1) Public Law 152, as amended, is operating on a sound basis in Maryland. 
The educational instrumentalities of the State are receiving such property at no 
cost, with the exception of handling charges, which would amount to less than 
1 percent of the initial acquisition cost to the Government. Since the beginning 
of the program at the close of World War II, the educational instrumentalities in 
the State of Maryland have received approximately $10 million of surplus prop- 
erty. This value should be translated to approximately $2 million since the 
value decreased because of its use and storage before it was made available to the 
States. 

(2) While the cost of the operation of the program in Maryland is paid for from 
State funds, we feel that if such a program is expanded, it will be necessary for us 
to make arrangements to inaugurate a service charge to recipients. 

(3) At times we find it rather difficult to explain to the school authorities in 
the State that they are restricted in the use of such property for educational 
2urposes, especially when they know that there are other agencies, such as the 
Boy Scouts, that are eligible to receive the property under another law which 
contains no restrictions on its utilization and, at the same time, gives priority to 
such institutions over education and health activities. 

None of the above statements should be interpreted as opposition on our part 
to the Scout organization receiving such property, but express our concern over 
an administrative procedure which allows the above-mentioned organization to 
have a prior claim on available property and, at the same time, places no restric- 
tion on its utilization. 

Sincerely yours, 


Joun J. SEIDEL, 
Assistant State Superintendent for Vocational Education. 
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THe COMMONWEALTH OF MASSACHUSETTS, 
COMMISSION ON ADMINISTRATION AND FINANCE, 
State House, Boston, April 4, 1953. 
Hon. Cecit M. HarpeEn, 
Chairman, Committee on Government Operations, Washington, D. C. 

DEAR CONGRESSWOMAN: I have gone over your suggested letter of March 25, 
1953, regarding the handling of surplus property and also some other information 
on the same subject matter which has been turned over to me by Governor 
Herter. 

Surplus property is handled entirely in this State through a representative of 
the department of education and the purchasing agent, Mr. Cronin, who is a 
member of my commission. Their opinion is that it may not be feasible or in 
our interest to pay any sum of money for surplus property that may be available. 
If such a policy is established, there may be serious repercussions among the 
businessmen who sell the particular material. We have not had any complaints 
on material that we have obtained free of charge. 

It was suggested, after discussion, that it might be better if all surplus products 
were put under one ugency rather than have the different surplus products be 
offered under several different agencies. 

It is also believed that the program could be tightened to prevent these surplus 
products which are given to the State or municipal government from being resold 
to private businesses. We operate in Massachusetts under statutes that request 
us when selling any State property to private interests to submit this property 
for bids and sell to the highest bidder. This policy has worked very successfully. 

If this office can be of any assistance to you, I shall be glad to send my purchas- 
ing agent, George J. Cronin, to Washington at your request. He has been pur- 
chasing agent for the Commonwealth for over 20 years and is very well versed in 
the details of your problem. 

Very truly yours, 
Cart A. SHERIDAN, 
Commissioner of Administration. 


STatTe or MICRIGAN, 
DEPARTMENT OF ADMINISTRATION, 
Lansing, April 20, 1953. 
Hon. Cecin M. Harpen, 
Chairman, Intergovernmental Relations Subcommittee 
of the Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear ConGRESSWOMAN HarpeNn: Goy. G. Mennen Williams has asked me to 
reply to your letter of March 25, 1953, on the subject of the donable surplus prop- 
erty program authorized by Public Law 152, 81st Congress, as amended. 

Michigan has not been a large participant in the Federal surplus property pro- 
gram when compared with comparable States in this region or elsewhere in the 
Nation. For several years after World War II a rather small-scale operation was 
conducted under the direction of the State superintendent of public instruction. 
Last October 1952, the State department of administration was given respon- 
sibility for operating a full scale program to obtain greater quantities of surplus 
materials for eligible educational and health agencies of this State. 

Since starting our expanded operations we have obtained greater quantities of 
personal property and have established a central warehouse to serve as a distribu- 
tion center. The acquisition value of properties received since last October, as 
reported by the General Services Administration forms, totals some $500,000. 
This figure is far in excess of the actual value of the property in terms of resale 
or use. 

This latter point brings up our greatest criticism of the administration of the 

rogram, that of screening out worthless property before making it available to 
State agencies. Apparently it is the prime objective of the Federal agencies to 
find donees for all surplus property without regard to usability or value and it is 
left to the States to guard against receipt of property which for all practical pur- 
poses is junk. Failure of our people to take necessary precautionary measures in 
this regard resulted in heavy freight charges for a large quantity of material which 
was found to be 60 percent absolutely worthless. The strengthening of this phase 
of the operation at the Federal level and thereby relieving the States of extreme 
vigilance in every transaction would be valuable assistance. 








196 DONABLE SURPLUS PROPERTY PROGRAM 


The suggestion that the States pay a nominal sum for surplus property does not 
meet with our favor. Aside from the fact that we would have no funds for this 
purpose, cost of the administrative staff we would require to evaluate and select 
available property would make such a program prohibitive. 

We believe that the present program is basically sound, though some tightening 
up of procedures and controls may be in order. 

Very sincerely yours, 
RosBert F. SreapMANn, Comptroller. 


STATE OF MuisSIsSIPPI, 
EXECUTIVE DEPARTMENT, 
Jackson, April 20, 1953. 
Hon. Cecit M. HarpeEn, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear CONGRESSWOMAN HarpEN: This is in reply to your letter of March 25 
requesving that I submit a statement to the committee as to the general soundness 
of the current donation program to health and educational institutions as author- 
ized by Public Law 152, 81st Congress, as amended. 

It, is a privilege and a pleasure for me to express my opinion as to the current 
donation program. As to the State of Mississippi, it has received thousands and 
thousands of dollars worth of personal and real property which has and is being 
utilized now by health and eductional institutions. It is my understanding that 
the State of Mississippi processed more applications for off-site buildings than any 
other State in the Nation. I assure vou and the committee that these buildings 
have been and are now being fully utilized for educational purposes and have been 
most beneficial to our Negro schools, secondary schools and colleges and health 
institutions. 

We are informed that prior to the enactment of Public Law 152 there were 12 
other laws and regulations under which educational institutions acquired surplus 
property. As you know, prior to 1946 before the United States Office of Educa- 
tion and the State agencies for surplus property were set up to screen and allocate 
property to educational institiutions on a basis of need and utilization, that 
representatives of institutions did go to Army, Navy, and Air Corps installations 
and received truckloads of property, some of which perhaps, could be utilized and 
other items that could not be were taken by the institution merzly to help the 
Army, Navy, or Air Corps installation dispose of its surplus property. This 
situation, of course, was not good and we believe that perhaps the majority of 
instances of noncompliance occurred under this phase of the donation program. 
Since the formation of the Sta*e agencies and the administering of the program 
by the Federal Security Agency, it is my opinion that there has been no non- 
compliance in the State of Mississippi as the property is screened to determine its 
usefulness and then allocated by the Surplus Property Procurement Commission 
on the basis of needs of the educational or health institution. 

It is my opinion that the current Federal-State program is sound and with 
some tightening of the operational procedures is perhaps the best possible under 
existing circumstances. Therefore, I reeommend to the Congress that: 

1. Sufficient funds be appropriated to the Department of Health, Education 
and Public Welfare for the employment of sufficient personnel for the operation 
of all phases of the program, including compliance, as required under Public 
Law 152. 

2. No sum be paid to the Federal Government by eligible institutions receiving 
donable property because the property has already been paid for by the taxpayers 
and the institutions are now required to pay transportation and handling costs. 

Thanking you for the privilege of expressing my views on the above matter, 
I am 

Sincerely, 


Hucu Waite, Governor. 
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State or Missourt, 
DEPARTMENT OF EDUCATION, 
Division oF PuBLIC SCHOOLS, 
City of Jefferson, April 16, 1953. 
Hon. Ceci M. Harpen, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 

House Office Building, Washington 25, D. C. 


Dear Mrs. Harpen: Your letter of March 25 addressed to the Honorable 
Phil M. Donnelly, Governor of Missouri, concerning the donable surplus property 
program authorized by Public Law 152, 81st Congress, as amended, has been 
referred to me, with the request that I answer the letter, submitting to the Gover- 
nor a copy. 

You are familiar with the fact that the State department of education is the 
State agency for surplus property for the State of Missouri. It is our feeling that 
the program has been of material benefit to the schools and hospitals of this State, 
and has made available to them a vast amount of property which they could 
utilize that could not have been acquired except through this program, 

Our department of education is organized to render service to the institutions 
and people of the State. An effort is made to give all the services required by 
law and those additional services which will be of greatest benefit to those con- 
cerned. It is significant to note that in the fall of 1952 a representative group of 
educational and health institutions requested unanimously that the surplus prop- 
erty program be one of the services maintained by the department. It is also 
significant to note that a similar recommendation was made by the Missouri 
School Administrators Association in January 1953. 

It is noted that your committee wants to determine if the current Federal- 
State program is the best possible undér existing circumstances. It is our feeling 
that the purpose for which this program is founded, that is, that Federal property 
excess. to the needs of the Federal Government, which had been purchased with 
taxpayers’ money, be utilized by public and nonprofit institutions supported by 
those same taxpayers at the local level, is basically sound. It is felt that the 
present cooperative Federal-State operation of the program is satisfactory, and 
probably is the best arrangement that could be devised. It would seem that it is 
just good government for a Federal agency to monitor the program. Congress 
then would appropriate the money to the proper agency to administer the program 
at the Federal level and the States would assume the responsibility for the costs 
when the property leaves the Federal agency. 

This department would oppose the suggestion that the States pay a nominal 
sum for the property received. The cost of operation in Missouri is approxi- 
mately $75,000 this year, which is transmitted to the receiving institutions in 
the form of a handling charge. If it were necessary to pay to the Federal Govern- 
ment a sum of money for the material received, no matter if nominal, the handling 
charge would be prohibitive. In that case this State could not participate in 
the benefits of the program. 

I should like to make two observations which I have noted during the past 6 
years the program has operated under my supervision. If something could be 
done about them it would do much to strengthen the program and the benefits 
derived therefrom. 

1. The appropriations for handling this program at the Federal level have 
not been stable. One year it is sufficient for a minimum efficient level, and grossly 
deficient the next, making it impossible to keep personnel who are familiar with 
the program and its operation, and resulting in the loss of some property. This 
has made it necessary for representatives of State groups to make trips to Wash- 
ington to show the benefits of the program and make requests for sufficient 
appropriation. It would seem that it is within the province of Congress to deter- 
mine the amount needed to operate this program efficiently, and that amount 
be maintained year after year. If it cannot see fit to do that, then the program 
should be taken off the statutes. 

2. From observations I have made, and from reports given me by the section 
responsible for this program in this department, it would seem that vast quantities 
of property are sold under other sections of the law, by the various Federal agencies, 
at a price so low that probably the greatest benefits to the Government would 
accrue by the donation of that property for the public benefit. Is it possible that 
this property can be made available for donation, before it is put up for sale, in 
the interest of the greatest utilization of the property for the public benefit? 
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In looking over the report of Investigation of Surplus Property Acquried by 
State Educational Agencies, I am not familiar enough with the cases quoted to 
pass judgment. It would seem though that the number of irregularities brought 
out is very minor in comparison with the large number of transfers that no doubt 
have been made since the program was established. 

I can say that this department was glad to cooperate with the General Accounting 
Office in its review of the program in this State, conducted in March 1951. Our 
office has complied with the suggestions made for strengthening the operation at 
this level. I have been unofficially informed of some of the abuses reported in 
this State. All but a very few of these occurred in connection with property 
transferred to the educational institutions through the War AssetsAdministration 
and not under the current operation of Public Law 152. 

It is my understanaing that the National Association of State Agencies for 
Surplus Property has some suggestions for revising the law which in their opinion 
will strengthen the program 

Sincerely, 
Hupert WHEELER, 
Commissioner of Education. 


STaTE oF MONTANA, 
OFFICE OF THE GOVERNOR, 
Helena, April 10, 1955. 
Mrs. Ceci, M. HARDEN, 
Chairman, Intergovernmental Relations Subcommittee of the 
Committee on Government Operations, 
House Office Building, Washingtcn, D. C. 


Dear Mrs. Harpen: I have your letter of March 25 relative to the matter 
of surplus property and its use by State educational and health institutions. 

The office of the superintendent of public instruction handles this material, and 
we have asked Miss Condon to give us her comments. I am of the opinion that 
good use is made of the surplus propert¥ purchased by the State of Montana 
and its subdivisions, and I know that every effort is made to administer the pur- 
chases in accordance with law. 

Sincerely yours, 
J. Huco Aronson, Governor. 





State DEPARTMENT OF PuBLIC INSTRUCTION, 
Helena, Mont., April 8, 1958. 
Hon. J. HuGco ARONSON, 
Governor of Montana, Helena, Mont. 


Dear GOVERNOR Aronson: A few days ago you sent the enclosed letter over 
to me with the request that some statement should possibly be made in regard to 
the operation of the donable-surplus-property program in Montana. I am glad 
to make such a statement to you in the hope that out of such comments from the 
48 States may come a more workable program for the disposition of surplus prop- 
erty, and one which will be less open to suspicion in those places where certain 
individuals have taken advantage of this property for their own ends. 

Of course you realize that I can speak of this program only since the time I have 
been connected with it directly. During the past 4 years I believe this program 
has been handled efficiently and honestly in Montana and I know of no irregu- 
larities which have arisen as a result of our administration of this program during 
these years. We do have a few irregularities which have been discovered, but 
the basis for these irregularities occured before my term of office. As far as we 
are concerned here in Montana we feel that where irregularities occur it is not the 
result of the law but rather the result of the administration of the program. 
Honest and efficient administrators will see that the property is given only to 
those institutions which the law recognizes as acceptable. It is then up to the 
administrator to see that this property is handled in accordance with law and 
that none of it is diverted for other purposes or for personal use. 

We feel that Public Law 152, 81st Congress has been a boon to most of the school 
districts of Montana applying under the same. Hundreds of pieces of valuable 
equipment and other items needed by schools have been received through surplus 
property at a minimum cost. It is our feeling that the program is valuable, that 
it serves a need of the Federal Government for the disposition of this surplus 
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property, and that it serves the needs of local school districts, higher educational 
institutions, and hospitals in obtaining valuable equipment and materials at 
exceedingly low cost. 

It is our hope that the program will be continued with such amendments by 
our Federal Congress as are deemed necessary to provide safeguards for the proper 
handling of surplus property. 

Sincerely yours, 
Mary M, Connon, 
State Superintendent of Public Instruction. 





STATE OF NEBRASKA, 
EXECUTIVE OFFICE, 
Lincoln, April 16, 1953. 
Hon. Ceci M, Harven, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 

Dear Mapam: This will acknowledge your letter of March 25. Please be 
advised that we think section 203 of Public Law 152 might be further amended 
aloug the following lines: 

The Administrator of General Services should be given sole responsibility for 
the disposal of surplus property (excess property which is not needed by any 
Federal agency). In the determination of whether surplus property is usable and 
necessary for educational or public-health purposes and in allocating such prop- 
erty to educational institutions and State agencies, the Administrator should be 
empowered to make use of the advice and assistance of other Federal agencies 
The Administrator, however, should not be bound by such advice; the determina- 
tions which are made should be his and his alone. 

It should be the responsibility of the Administrator to determine and enforce 
compliance with the terms, conditions, reservations, and restrictions contained 
in any instrument by which a transfer of surplus property is made. He should 
keep the necessary records to indicate what disposition of surplus property is 
made. All official communications with State officials should be made to and by 
him. 

Our statute, article IX, 81-910 Revised Statutes 1949, designates the State 
superintendent of public instruction as the officer in charge of acquiring and 
disposing of Federal surplus property to the eligible educational and health institu- 
tions in the State. The statute, article IX, 81-912 Revised Statutes 1949, also 
provides for a revolving fund to be administered by the State superintendent of 
public instruction in connection with Federal surplus property. It also provides 
for the auditing of such accounts by the State auditor in the same manner that 
all other State accounts are audited. 

I might mention that Nebraska happens to be in a Federal Security Adminis- 
tration region where very little surplus property is available. As a result, we are 
forced to select from the culls and “‘leftovers’’ from those regions more fortunately 
situated. We would appreciate a method of disposal of surplus property which 
would make the property available to us at the initial offering of such surplus 
property. 

Sincerely, 
Rospert B. Crossy, 
Governor of Nebraska. 


Concorpb, April 27, 1958. 
Hon. Cecit M. HarpeEn, 
Chairman, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, Washington, D. C. 


Dear CONGRESSMAN HarDEN: In response to your recent letter, permit me to 
say that over the past years the State of New Hampshire has benefited greatly 
through the donation of Federal surplus property to its schools and hospitals 
under the provisions of Public Law 152, 81st Congress. 

The State agency for surplus property has operated without specifically desig- 
nated staff by utilizing the services of regular members of the State Department 
of Education. The present program of distribution of surplus property is basic- 
ally sound and operates for the best interests of those institutions eligible to 
receive such property. 

Thank you for the courtesy of your letter. 

Sincerely, 
Huai: Greae. 
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State or New JERSEY, 
OFFICE OF THE GOVERNOR, 
Trenton, April 16, 1953. 
Hon. Cecit M. Harpen, 
Member of Congress, House Office Building, 
Washington, D. C. 

DEAR ConGREssSwoMAN HarpeEn: This is in reply to your letter of March 25. 
The State agency for surplus property in this State has been a division of the 
department of education since 1945. It has served educational institutions, public 
and private tax-exempt, since its inception and has included health institutions in 
accordance with Public Law 152, as amended. 

The operation and organization of the program are satisfactory and are meeting 
the needs of the eligible claimants in this State under existing circumstances. 
There is no revolving fund and no accumulated reserve fund on charges from 
donated property since none is assessed in this State. 

The entire function is conducted as a supplement to assist educational and 
health institutions. It is my understanding that it was not the intent of Congress 
to interpret the program as a means of relieving an institution from its responsi- 
bility for the full maintenance and operation of its activity. 

The program is receiving the fullest cooperation from the various Federal sources 
and official utilization visits have been conducted over the years by the Armed 
Forces and authorized officials of contributing Federal agencies. 

It is my opinion that the program, as presently conducted, is basically sound, 
judging from our own experience in New Jersey. We do not believe that there 
has been any noncompliance with the basic intent of Public Law 152 in this State. 

You are welcome at any time, of course, to inspect the donation records on file 
in the department of education. 

Sincerely, 
ALFRED FE. Driscouu, Governor. 


STATE OF NEw JERSEY, 
OFFICE OF THE GOVERNOR, 
Trenton, April 17, 1958. 
Hon. Ceci M. HarvEnN, 
Member of Congress, House Office Building, 
Washington, D. C. 

My Drar ConGRESSWOMAN HarpEn: I had hoped until today that it would be 
possible for me to comply with your request that I appear before your committee 
on April 21. Unfortunately, it is now apparent that my commitments in Trenton 
make it impossible for me to be in Washington on the date suggested by you in 
your letter of April 14. : 9 

I regret that the representative whom I would normally be glad to send, likewise 
has commitments which cannot very well be changed at this time. 

We are, of course, anxious to cooperate with you and your committee and hope 
that we may perhaps have an opportunity to do so at a later date. I agree 
completely that it is desirable to carefully review the surplus property program 
authorized by Public Law 152, 8ist Congress. 

With kindest personal regards, I am 

Sincerely, 
E Aurrep E, Driscou., Governor. 


STaTE or NEw MExiIco, 
EXECUTIVE OFFICE, 
Santa Fe, April 9, 1953. 
Hon. Cecit M. HARDEN, 
Member of Congress from Indiana, Chairman, Intergovernmental Relations 
Subcommittee of the Committee on Government Operations, 
; Washington, D. C. 

Dear CoNGRESSWOMAN HarpEn: Following receipt of your recent letter with 
reference to your subcommittee’s overall charter ‘“‘to investigate relationships 
between Federal, State, county, and municipal governments,” I have discussed 
the matter with interested State officials, with particular emphasis on the surplus 


property program. 
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We have no definite recommendations to make at this time, but will be ready 
to comply with any changes in regulations which may be deemed desirable. 
With kindest regards, I am 
Sincerely, 
E. L. Mecuem. 


DEPARTMENT OF EDUCATION, 
Srate or New Mexico, 
Santa Fe, April 15, 1953. 
Hon. Ceci HARDEN, 
House of Representatives, Washington, D. C. 

Dear Mrs. HarpeEn: I am in receipt of a letter mailed to Governor Mechem 
from Mr. Frank Bane, executive director of the Council of State Governments, 
Chicago, Ill., dated April 9, 1953, referring to the amendments of Public Law 152, 
81s. Congress and Attorney General’s Office report No. 1-17088, 83d Congress, 
Ist session. 

In checking into this program in our State, I find that we get along splendidly 
and appreciate your interest. I hope that this program will be continued. We 
have good relationships with all parties concerned in the program as now set up. 

It is our opinion that the Federal-State relationship as now exists is a desirable 
way to operate the program; therefore, it is our opinion that the present plan is 
basically sound and should be continued. 

Sincerely yours, 
Tom WILEy, 
Superintendent of Public Instruction. 


State or New YORK, 
EXECUTIVE CHAMBER, 
Albany, May 28, 1958. 
Hon. Ceci M. HarpveEn, 
Congress of the United States, House of Representatives, 
Washington, D. C. 

DEAR CONGRESSWOMAN HARDEN: I am replying belatedly to your letter of 
March 25, because I wished to procure an adequate and serious study concerning 
the questions you asked. 

Enclosed herewith is a letter to me from the budget director of the State, 
together with enclosed material which I hope will answer the questions you had 
‘n your mind and will be useful to you and the work of your committee. 

With kindest regards, I am 

Sincerely yours, 
Tuomas E, Dewey. 


STATE OF New YORK, 
EXECUTIVE DEPARTMENT, 
DIVISION OF THE BuDGET, 
Alban Y, May 26, 1953. 


Hon. THomas E. Dewey, 
Governor, State of New York, 
Executive Chamber, State Capitol, Albany, N. Y. 

Dear Governor Dewey: This is in connection with Congresswoman Harden’s 
letter requesting information on the operation of the Federal surplus educational 
and health property program authorized by Public Law 152, 8ist Congress, as 
amended. 

In 1946, you designated the State education department as the State agency 
for surplus property and the Federal donations program has been administered 
by that Department since that date. The agency operates under a State plan 
of operation worked out in cooperation with representatives of the Federal 
Government and the New York State division of the budget. A copy of the 
plan is enclosed. oe a leas 

Since 1946, the State has acquired and distributed to eligible institutions 
approximately $20 million worth of property, based upon original acquisition 
cost. Under the plan now in operation in New York State, the total cost of 
acquiring, handling, and distributing Federal surplus property through the 
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State agency is assumed by the local recipient institutions. This encourages 
the local institutions to request only needed and usable property. It provides a 
safeguard against the acquisition of property merely because it is available, and 
against the occurrence of irregularities such as those uncovered by the investi- 
gations of the General Accounting Office. , 

With respect to the administration of the program, I have two points to make. 
The first point involves the work of the office of regional coordinator located in 
the New York City branch of the Department of Health, Education, and Welfare. 
This is the office charged with the screening of donable property, located in this 
region, to determine its value for educational and health use before transmitting 
it to the General Services Administration for distribution among the States in the 
northeastern area. Because of an inadequate staff in the Coordinator’s office, 
it is impossible adequately to screen the large amount of donable property avail- 
able in the area under the coordinator’s jurisdiction. To safeguard the interests 
of New York State, members of the staff of the State agency have had to assume 
a large part of the job of screening. A correction of this situation at the Federal 
level would relieve the State agency of this responsibility and enable its repre- 
sentatives to devote more time to supervising the distribution and utilization of 
the property acquired for institutions within New York State. The need for a 
more thorough job of screening is recognized in a letter of April 21, 1953 from 
Budget Director Dodge to Congresswoman Harden. 

(nother weakness in the program, from the State’s point of view, involves the 
regulation of the General Services Administration governing the time allowed the 


States to apply for and pick up property. At the present time the States are 
allowed only 10 days from the time General Services Administration makes an 
offering of surplus propert to the date of appli ‘ation by the State. This does 
not provide sufficient time for the State agency to canvass eligible claimant 
make phvsical inspection of the property where desirable, and file application. 
As a result, desirable property is oftentimes lost to educational and health use. 
A longer ‘‘freeze’’ period would make possible improved procedures at the State 
level, better selection and more equitable distribution of the property. 

If Congresswoman Harden cesires any further information or has any questions 


about the material contained herein, please do not hesitate to let me know. 


Yours sincerely, 


T. N. Hurp. 
New York Stare EpucationaL AGENCY FOR SuRPLUS PROPERTY 


PLAN OF OPERATION 
Authorization 
The State educational agency for surplus property of the State education 
department was designated by the Governor as the agency empowered to acquire, 
allocate and distribute surplus Government property to all eligible tax-supported, 
and tax-exempt, nonprofit institutions. An opinion of the counsel of the State 
education department is enclosed (exhibit A). 


Oraanization (see exhibit B) 
(1) The State educationalJagency for surplus property employs the following 

full-time workers: 

Director 

Surplus property assistant 

Surplus property assistant 

Principal clerk 

Stenographer (3) 

Typist (2) 

Typist (1) 

Principal stores clerk, warehouse 

Laborers (5), warehouse 

(2) The State educational agency rents a warehouse (floor space, 10,000 square 

feet) for the purpose of accepting, storing, and distribution of surplus property 
to eligible educational and public health claimants. Transportation facilities are 
arranged for with three local trucking companies; these trucking concerns have 
been transporting property to and from the agency warehouse since the inception 
of the property-utilization program. Recipients makiug pickups at the warehouse 
or directly from a Federal installation are privileged to use their own trucking 
facilities or to hire a local trucking company. Rail facilities are also utilized 
The agency bas no transportation facilities of its own. 
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(3) State funds are provided for the entire operation of the program. Since 
the State agency for surplus property has been required to operate on a first 
instance appropriation since April 1, 1950, it has been necessary to reimburse the 
State comptroller for moneys expended in operation of the program. In order to 
effect this, all recipients are requested to pay a small assessment to meet opera- 
tional costs. This assessment is based on a formula representing the ratio 
between value of property distributed and expenditures. The State agency is 
not permitted to operate for profit ; however, it is obligated to reimburse the State 
for all moneys expended. Funds and receipts are handled’ by the bureau of 
accounts of the State education department. 

(4) Each allocation to New York State is recorded and assigned a State serial 
number. This record includes date of allocation, Federal Security Agency code 
number, type of property allocated, value of property allocated, location of 
property, date of application, and value of property requested. 

Allocation charts are prepared for each list of property and are included in 


the folder for the State serial number concerned. Before allocations are made 
the “request” file is carefully scrutinized for special or exceptional types of 
property. All allocations are made on the basis of need and utilization. In 


order that we may make equitable distribution to public secondary schools, which 
we are unable to serve individually, the State has been divided into areas com- 


prised of one or more counties, EKilementary and secondary schools within each 
area are served through a central distribution point. Complete and accurate 
records of property received and distributed are maintained by the area organi- 
zation chairman who is appointed by the participating schools (exhibit C). Paro 


chial schools are served through their diocesan superintendent or may participate 


under the area organization setup through agreement with the chairman and other 
participating schools. The diocesan superintendent maintains the same type of 
distribution record as an area chairman. Private schools and colleges and non- 
profit association hospitals are served individually. Institutions and research 


laboratories under the jurisdiction of the State department of health are served 
through that department. Institutions under the jurisdiction of the department 
of correction, department of mental hygiene, etc., are served through an indi- 
vidual designated by the department concerned, usually the assistant to the 
commissioner. 

An advisory council composed of representatives of all levels of education and 
public health have been formed. The council assists in formulating policies and 
advises the State staff on important matters pertaining to the operation of the 
program, 

Responsibility of the State 

The State educational agency for surplus property is responsible for the acqui- 
sition and equitable distribution of Government surplus property to eligible 
educational and public health institutions within the State and for administering 
and executing the agreements required by the State and Federal Governments. 
These responsibilities include: 

1. To maintain records of all educational and public health institutions eligible 
to participate in the surplus property utilization program, 

2. To maintain a file of requests for specific types of property. 

3. To accept or reject property on the basis of need and utilization by eligible 
claimants. 

4, To submit through channels proper forms for the request of property offered 
to the agency. 

5. To make provision for payment of all expenses incurred in transportation of 
property from its source to the warehouse. 

6. To maintain adequate warehousing facilities including personnel to receive, 
inventory, store, and distribute property to educational and public health 
claimants. 

7. To make an equitable distribution of property to eligible claimants. 

8. To file claims for damage or loss in shipment when necessary, 

9. To make necessary reports on shortages and overages of property from the 
holding agency. 

10. To fulfill State requirements in returning to the State comptroller moneys 
expended in operating the program; to establish a percentage charge for assess- 
ments to recipients of property. 

11. To maintain a record of all property allocated to, requested by, received 
by and distributed by the State agency through its warehouse or through the 
agency by an eligible claimant directly from an installation, 
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12. To transfer property which is excess to the needs of education and public 
health to an institution where it may be used, and if this is not possible to report 
such property through channels for other disposition. 

13. To investigate, where necessary, cases of improper utilization or non- 
compliance with regulation. 

14. To consult and cooperate with representatives of education and public 
health on local, State, and Federal levels regarding policies, procedures, and 
regulations as they pertain to the utilization program in order to make the 
program operate more effectively. 

15. To comply with Federal rules and regulations including submission of 
statistical reports. 

16. Provision of approved State representatives to screen surplus property at 
Federal agencies and armed services installations; to maintain liaison between 
Federal agencies and the Federal Security Agency regional property coordinator 
for the purpose of locating, inspecting and listing available property desirable 
for educational and public health use; to establish and maintain good public 
relations with Federal personnel; to facilitate the handling and flow of property 
to be received by the State agency. Specialized consultants assist when necessary 
(exhibit D). 

Warehouse procedure 

1. Upon notification that property is ready for shipment to the warehouse, 
the office sends to the warehouse a list of the property expected to be included 
in the shipment. 

2. When shipment arrives, property is inventoried. Unusual shortages are 
reported to the office to be reported to the Federal Security Agency. 

3. The allocation chart is adjusted based on inventory figures. Property is 
allocated to eligible educational and public health institutions based on need 
and utilization. Items are offered on a special form (exhibit E) in quintuplicate. 
One copy is mailed; the other four remain in the folder pending acceptance or 
rejection. 

4. Acceptances, including shipping instructions, or rejections are received 
from participants. The school or public health institution retains the list of 
property which was mailed to them. Any property rejected is reallocated until 
all property received has been accepted. 

5. Acceptance sheets are attached to three copies of the list of property for 
shipment and sent to the warehouse with shipping instructions. The fourth 
copy is held at the office until shipment has been made. Warehouse personnel 
prepare shipment and three copies of a bill of lading. Two copies of the bill of 
lading and one copy of the list of property shipped are then returned to the 
office when shipment is completed. A list of property accompanies the shipment 
as a packing list and a copy is retained at the warehouse. 

6. Upon receipt of the bill of lading and list of property shipped, the office 
personnel prepare an invoice in quadruplicate, two copies of which are mailed to 
the school or public health institution accompanied by a bill of lading. The 
duplicate copy of the bill of lading is filed. The third copy of the invoice is 
sent to the bureau of accounts and one is retained in this office. The invoice 
number is recorded on the list of property and the list is filed in the folder for 
the State serial number concerned. The fourth copy of the list which was being 
held in the folder pending shipment is destroyed 
7. The bureau of accounts notifies this office when payment of an invoice has 
been received at which time the office copy of the invoice is receipted and placed 
in the accounts paid file. 

8. The original copy of the invoice is receipted by the consignee and returned 
with payment. The original copies are placed in files showing receipt of property 
by area organizations, schools, or public-health institutions. 

9. As soon as all shipments have been completed and all invoices issued on a 
particular list, the folders are considered closed and filed in numerical sequence. 
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Exuisit A 


THe UNIVERSITY OF THE STaTE oF NEw York, 
Tue State Epucation DEPARTMENT, 
Albany, May 18, 1951. 
REGIONAL PROPERTY COORDINATOR, 
Federal Security Agency, New York City, N. Y. 

Dear Sir: I have been requested to furnish an opinion as to the existence of 
authority for the New York State Education Department concerning acquisition 
of donable property. 

The State Education Department is established as a civil department in the 
State government by section 2 of article V of the constitution of the State of New 
York. 

‘Lhe executive power is vested in the Governor of the State of New York 
pursuant to section 1 of article IV of the constitution of the State of New York. 

The Governor, Hon. Thomas E. Dewey, on the 12th day of February 1946, 
designated the State Education Department as the State agency for surplus 
property. A copy of this designation is enclosed herewith. 

It would be my opinion that the State Education Department of the State of 
New York is authorized to acquire, allocate, and distribute personal property to 
tax-supported and to nonprofit institutions eligible to acquire the same under 
section 203 (j) of the Federal Property Administrative Act of 1949, as amended, 
and is further authorized to acquire, warehouse, and distribute the same and to 
execute the agreements required by the Federal Government. 

Very truly yours, 
CuHarR.LEs A. Brinp. 


STaTE oF NEw York, 
Ex«*cuTive CHAMBER, 
Albany, February 12, 19486. 
Dr. Grorce D. Sropparp, 
Commissioner, Department of Education, 
Education Building, Albany, N. Y. 


Dear Dr. Sropparp: The United States Commissioner of Education has 
advised me that the United States Office of Education has been designated by 
the Surplus Property Administration as the agency to represent the educational 
institutions and libraries in facilitating the disposal of Federal surplus property. 
Under the present regulations the libraries and educational institutions, certified 
by the various States, are entitled to a 40-percent discount on all surplus property 
purchased by approved institutions 

I have been requested by Commissioner Studebaker to establish a State 
Educational Agency to represent eligible public and private educational institu- 
tions in the surplus property disposal program. This agency would be responsible 
for the preparation of a list of all public and private educational institutions in 
the State including colleges, universities, parochial schools, libraries, and other 
educational agencies eligible to participate in the purchasing of surplus property. 
In addition, the committee would be required to approve the orders submitted 
by these agencies for the purchase of surplus property, compile data relative to 
the surplus property needs of all educational institutions and advise with them 
relative to the procedures to be followed in securing surplus property. 

I wish to designate the State education department as the State agency for 
surplus property. I understand that you will appoint an advisory committee 
comprised of educational representatives, a representative of the department of 
standards and purchase and a representative of the budget office to assist in the 
administration of this agency. It is important that we render this service to 
the public and private schools of the State. These insvitutions have an oppor- 
tunity of acquiring millions of dollars’ worth of vitally needed equipment and 
supplies that will be extremely valuable in increasing the operating efficiency of 
their institutions and in providing special educational programs for veterans and 
large numbers of high-school graduates. 

I will recommend in the supplemental budget that some $30,000 be made 
available to the Education Department to be used in financing the personnel 
needed for this agency. 

Will you kindly advise the United States Commissioner of Education that the 
department of education has been designated to act in the above matier. 

Sincerely yours, 
. Tuomas E. Dewey. 
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Exuipit C 


Tue UNIVERSITY OF THE STATE OF New YorkK—StTATE EpvucATIONAL AGENCY 
FOR St RPLUS PROPERT Y 


AREA CHAIRMEN 
(Name and address and counties served 


Herbert M. Mapes, Capital District Educational Surplus Property Association, 
Albany Public Schools, Albany, N. Y.: Albany, Rensselaer, Schoharie, Sche- 
nectady, Fulton, Montgomery. 

Frederick M. Strate, principal, Belmont Central School, Belmont, N. Y.: Alle- 
gany. 

John B. Lillie, assistant superintendent of schools, Binghamton, N. Y.: City of 
Binghamton. 

John Benz, Portville Central School, Portville, N. Y.: Cattaraugus. 

Charles G. Hetherington, superintendent of schools, Memorial City Hall, Auburn, 
N. Y.: Cayuga. 

Rudolph Karl, principal, Dunkirk Industrial High School, Dunkirk, N. Y.: 
Chautauqua, 

Cecil 8S. Mapes, Mid-Hudson Educational Surplus Property Association, Chatham, 
N. Y.: Columbia, Dutchess, Greene, Ulster. 

Malcolm J. Freeborn, executive chairman, Cortland-Tompkins Educational 
Surplus Property Association, Freeville, N. Y.: Cortland, Tompkins. 

talph Pyle, principal, Sidney High School, Sidney, N. Y.: Delaware. 

William R. Buell, district superintendent of schools, East Aurora, N. Y.: Erie 
except city of Buffalo 

Graham Davis, Ticonderoga High School, Ticonderoga, N. Y.: Essex. 

H. W. McKane, principal, Moira High School, Moira, N. Y.: Franklin. 

Roland F. Morgan, Steuben School Shop Center, Herkimer, N. Y.: Herkimer, 
Hamilton 

Harry J. Wilson, director of vocational education, Watertown Public Schools, 
Watertown, N. Y.: Jefferson, Lewis 

Joseph L. Ernst, purchasing department, Rochester Public Schools, Rochester, 
N. Y.: Livingston, Monroe. 

John Gannon, Madison High School, Madison, N. Y.: Madison. 

Dr. Raymond L. Collins, superintendent of schools Manhasset, Long Island, 
N. Y.: Nassau. 

Miss M. Gazelle Hoffman, district superintendent of schools, Lewiston, N. Y.: 
Niagara. 

Harold W. Forbes, principal, Whitesboro Central School, Whitesboro, N. Y.: 
Oneida (except city of Utica). 

F. J. Luchsinger, business manager, North Syracuse Public Schools, North Syra- 
cuse, N. Y.: Onondaga (except city of Syracuse). 

Cal P. Gregway, director of vocational education, Geneva Public Schools, Geneva, 
N. Y.: Ontario, Seneca, Wayne, Yates. 

Louis E. McKee, principal, Chester High School, Chester, N. Y.: Orange. 

Thomas Crabtree, director of vocational education, Oswego Publie Schools, 
Oswego, N. Y.: Oswego. . 

Charles A. Belden, principal, Oneonta High School, Oneonta, N. Y.: Otsego. 

Stanley Hoffman, district superintendent of schools, County Office Building, 
Carmel, N. Y.: Putnam. 

Garrett Nyweide, director, vocational education and extension board of Rockland 
College, New City, N. Y.: Rockland. 

C. E. Armstrong, district superintendent of schools, Canton, N. Y.: St. Lawrence. 

C. D. Frier, Shenandehowa Central School, Round Lake, N. Y.: Saratoga, Warren, 
Washington. 

Warren Hertenstein, principal, Watkins Glen High School, Watkins Glen, N. Y.: 
Schuyler. 

Myron W. Miller, president, Suffolk Surplus Association, Hauppauge Union Free 
School, Hauppauge, Long Island, N. Y.: Suffolk. 

Leon J. Weiss, superintendent of schools, South Fallsburg, N. Y.: Sullivan. 

Alfred R. Gledhill, Mt. Vernon Public Schools, Mt. Vernon, N. Y.: Westchester 
(cities). 

Harold R. Davey, superintendent of schools, Pleasantville, N. Y.: Westchester 
(central). 

Gilbert P. Ball, principal, Warsaw High School, Warsaw, N. Y.: Wyoming. 
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Leo V. Brown, supervisor of equipment, Buffalo Public Schools, Buffalo, N. Y.: 
City of Buffalo. 

William R. Dixon, deputy superintendent of schools, Syracuse, N. Y.: City of 
svracuse, 

Horace B. Griffiths, assistant superintendent of schools, Utica, N. Y.: City of 
Utica. 

Dr. Frederick W, Hill, assistant superintendent of schools, Yonkers, N. Y.: City 
of Yonkers. 

Duane LeTarte, principal, Rouses Point High School, Rouses Point, N. Y.: 
Clinton. 

Mrs. Lucille K. Anderson, department of vocational education, Batavia public 
schools, Batavia, N. Y.: Genesee, 

falph Simpson, principal, Addison Central School, Addison, N. Y.: Steuben. 

Louis J. Cook, superintendent of school supplies, board of education, Long 
Island City, N. Y.: New York city schools. 

Dr. Harry Hatten, chairman, Chemung County Education Surplus Property 
Association, superintendent of schools, Elmira Heights, N. Y.: Chemung. ; 

tussell Hogue, Norwich High School, Norwich, N. Y.: Chenango 

T. L. Phiiley, Windsor Central School, Windsor, N. Y.: Broome. 


Exurpir D 


THe UNIVERsITy or THE STatTE oF New York, THe Stare EDUCATION 
DEPARTMENT, ALBANY 


INSTALLATION AND REPRESENTATIVE 


Naval Supply Depot, Scotia, N. Y.: Thomas R. Redwood 

Watervliet Arsenal, Watervliet, N. Y.: Thomas R. Redwood 

Atomic Energy Commission, Schenectady, N. Y.: Leslie R. Murtaugh 

General Electric Co. (Navy, property disposal), Schenectady, N. Y.: Leslie R. 
Murtaugh. 

Veterans’ Administration, Watervliet, Watervliet, N. Y.: Thomas R. Redwood. 

Schenectady General Depot, Schenectady: Leslie R. Murtaugh. 

Schenectady Voorheesville area, Schenectady: Leslie R. Murtaugh. 

Other Federal agencies such as Agriculture, FBI, capital area: Leslie R. Murtaugh 
and Thomas R. Redwood. 

Rome Air Force Specialized Depot, Griffiss Air Force Base, Rome, N. Y.: Harold 
W. Forbes. 

Other Federal agencies such as Agriculture, FBI, VA, central New York: Harold 
W. Forbes. 

Bell Aircraft Co., Buffalo: Leo V. Brown. 

Atomic Energy Commission, Model City: Leo V. Brown. 

Other Federal agencies such as Agriculture, F Bl, Veterans’ Administration, 
western New York: Leo V. Brown. 

Camp Drum, near Watertown: Harrv J. Wilson. 

Other Federal agencies such as Agriculture, FBI, Veterans’ Administration: 
northern New York: Harry J. Wilson. 

Seneca Ordnance Depot, Romulus: Cal P. Gregway. 

Sampson Air Force Base, Sampson: Cal P. Gregway. 

Other Federal agencies such as Agriculture, FBI, Veterans’ Administration, 
central New York: Cal P. Gregway. 

Stewart Field, Newburg: Theodore J. Malkie. 

United States Military Academy, West Point: Theodore J. Malkie. 

Mitchell Field, Hempstead: Theodore J. Malkie. 

New York naval shipyard and satellite stations, Brooklyn: Theodore J. Malkie. 

Special Devices Center, Port Washington: Theodore J. Malkie. 

United States Naval Supply Depot, Bayonne, N. J.: Theodore J. Malkie. 

Fort Hancock, Sandy Hook, N. J.: Theodore J. Malkie. 

Fort Wadsworth, Staten Island: Theodore J. Malkie. 

Fort Tilden, Rockaway: Theodore J. Malkie. 

Fort Jay, Governors Island: Theodore J. Malkie. 

Fort Totten, Queens: Theodore J. Malkie. 

Fort Slocum, New Rochelle: Theodore J. Malkie. 

Camp Upton, Yaphank: Theodore J. Malkie. 

New York Port of Embarkation, Brooklyn: Theodore J. Malkie. 
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Fort Schuyler, Fort Schuyler: Theodore J. Maklie. 

Other Federal agencies such as Agriculture, Labor, Veterans’ Administration 
FBI, Atomic Energy, Treasury Department, metropolitan area: Theodore J. 
Malkie 





ExHisBit E 


THE UNIVERSITY OF THE STATE OF NEW YORK, THE STATE Epucation DEPART- 
MENT, STATE EpucaTIoNAL AGENCY FOR SurPLUs Property, STATE Epuca- 
TION BurLpinGc, Room 146, ALBANy 1, N. Y. 


To: a a eae 


The property listed on the enclosed offering will soon be available at our Albany 
warehouse, and is being offered to your school, area organization, or public health 
institution. If you accept the allocation, it will be necessary for you to pay an 
assessment of percent of the Government acquisition cost as noted. You will 
be invoiced when property is shipped or picked up. 

Please advise this office, as soon as possible, by returning the form below whether 
or not you will accept the allocation under the condition mentioned above. If 
you accept, please indicate shipping instructions from Albany. 


List No. 


STaTeE EpucaTIoNAL AGENCY FOR SURPLUS PROPERTY, 
State Education Building, Room 146, Albany 1, N. Y. 
(Attention: L. R. Murtaugh, Director.) 


Property is accepted - - =>» Notaorcepted ........... 
Shipping instructions: 
Will pick up ---- at ‘ hun op eech ne eaten hep eee raced ; 
Ship via commen carrier ‘ : nso JOO ih te Se 
School, college, area, or institution) , | Authoriz “d official) eet 
(Address (Title) 
ea ros : ; 5 : Ain, eee 6 





5 
3 


aD ta hac 
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; BD \en6 JSS cone (7B 985) THE UNIVERSITY OF THE STATE OF NEW YORK 
: THE STATE EDUCATION DEPARTMENT 
STATE EDUCATIONAL AGENCY FOR SURPLUS PROPERTY 
g STATE EDUCATION BUILDING, ROOM 146 
ALBANY 1. KEW YoRE 
TO, SSS OFFERING OF SURPLUS PROPERTY 
ge 
: 
; skis ho. DESCRIPTION 
: 
: 
‘ 
| Re 
| CERTIFICATION BY EDUCATIONAL OR PUBLIC HEALTH INSTITUTION 
: AN propert wed from the Federal Government, tment er independent . 
cats taortel, emigre Festa Low 155, Sit Congress und Gaisting snmmations of ender Total Value of Property Listed 
went laws and regulations, will be used for educational or public health purposes 
bm strict secordance with all applicable laws and regulavons 
THE DONEE HEREBY CERTIFIES THAT Percentage Charge 
1 tei tax supported of menprofit ' wnrt (ander see. 101 (6) of the Int 
Rev. Code) school em, school, college or university, medical hoop: 
clinic or health cen thin the meaning of the Federal Pr 
fees Act of 194 mended and the Regulations of the Feder 20 of teen teed ese 
d 2 The property lerred by thie instrument jp usable and necessary for educs. and received, assemment will be 








. { - tional of public health purposes, including research The donee will file such utilization 
Papert se the Federal Security Agency, and/or the State Agency may require 
3 Funds are available to pay the costs of care and handling, weluding transporting 
the property THIS IS NOT AN INVOICE 
THE DOMES BEREBY COVENANTS a AGREES SHAS ages fe gested 06 
restriction, w! period expere alter the property en use yeare 
Bealth and/or educational purposes Pease Rotate Thie Copp. 
4 If prior to placing the property in use the donee determines that it does not need 
@l or any part of the property received, thie fact will be communicated te the New York 
State Educational Agency for Surplus Property 
S UNDER NO CIRCUMSTANCES WILL THE DONER SELL OR OTHER 
WISE DISPOSB OF DONATED PROPERTY WITHOUT PRIOR APPROVAL BY 
° - THE NEW YORK STATE EDUCATIONAL AGENCY FOR SURPLUS PROPERTY. 
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SraTe OF NorrH CAROLINA, 
GOVERNOR’S OFFICE, 
Raleigh, April 15, 1958, 





Hon. Cectn M. Harpen, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, Washington, | TE ed 

Dear Mrs. Harpven: Governor Umstead asked me to acknowledge with 
thanks your letter of March 25, with reference to the relationships between 
Federal, State, county, and municipal governments. The Governor appreciates 
your calling this matter to his attention. 

With best regards, I am 

Sincerely yours, 
KE. L. RANKIN, Jr., 
Private Secretary. 





State oF Norra Dakota, 
DEPARTMENT OF PusBLic INSTRUCTION, 
Bismarck, N. Dak., April 9, 1958. 
Mrs. Cecrt M. HarRpeEN, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, Washington, D. C. 


Dear Mrs. Harpen: Your recent letter regarding the surplus property pro- 
gram, addressed to our Governor Brunsdale, has been referred to this office for 
reply. 

It is our suggestion that the surplus property program be maintained and 
retained as it is. I am speaking in behalf of our schools, and I am sure that any 
change in cost to the States or the individual schools would discourage applica- 
tions for surplus property on the part of the schools and would curtail sharply 
the amount of surplus property which reaches our educational institutions. After 
all, both the States and receiving educational institutions must take 'a consider- 
able amount of property and equipment that they cannot use in order to obtain 
good, usable property. Under present arrangements they can afford ‘to do that. 
I am afraid that even a charge of a nominal fee will, as I mentioned above, dis- 
courage the acceptance of the program in general. 

Very truly yours, 
M. F. Pererson, Superintendent. 


STATE OF OHIO, 
OFFICE OF THE GOVERNOR, 
Columbus, April 7, 1953 
Hon. Ceci HARDEN, 
Chairman, Intergovernmental Relations Subcommittee, 
Commitiee on Government Operations, Washington, D. C. 


Dear Mrs. Harpen: I received your letter of March 25 written about the 
donable surplus-property program authorized by Public Law 152, 81st Congress. 

The law under which donable property has been given to the States seems to 
be adequate and as far as Ohio is concerned it has enabled us to receive donable 
surplus property which was and could be used by our State educational and 
health institutions. 

The law could be improved by amending the act to make available donable 
surplus property to the welfare institutions instead of limiting it to State educa- 
tional and health institutions 

Very truly yours, 
FRANK J. LAUSCHE. 


STATE OF OHIO, 
OFFICE OF THE GOVERNOR, 
Columbus, April 16, 1953. 
Hon. Ceci M. HarpeEn, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, Washington, D. C. 


DEAR CONGRESSWOMAN HARDEN: I received your letter of April 10 in which 
you invite me to appear before the Intergovernmental Relations Subcommittee 


; 
i 
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and there express my views about the advisability and efficiency of the donable 
surplus-property program authorized by Public Law 152 of the 8lst Congress. 

It is true that this program has been of considerable magnitude in the State 
of Ohio. The Department of Education of Ohio, under the directorship of Dr. 
Clyde Hissong, has been vested with the responsibility of administering the 
program in our State. 

Mr. Walter G. Rhoten has had direct supervision of the program, and probably 
is as fully informed about it as anyone in the country, except those administering 
it from a Federal level. I will not be able to attend the hearings and there give 
testimony. Mr. Rhoten has been informed to make himself available as a wit- 
ness at such time as vou will designate 

I do not urge the Federal Government to continue or expand its program of 
giving things away. I do, however, recognize that in the tremendous operations 
of the military services, supplies and equipment do accumulate which require 
disposal. In my opinion, it is better to give those properties to governmental 
health and educational institutions than to sell them for practically nothing to 
scavengers who subsequently unload them upon the public 

On the whole, the program has worked out well in our State, and the donable 
material was used for the purposes intended 

Sincerely yours, 
FRANK J. LAUSCHE 


STaTE OF OREGON, 
EXECUTIVE DEPARTMENT, 
Salem, Aprit 15, 1958. 
Hon. Cecit M. Harpen, 
House of Representatives, Washington, D. C. 

Dear Mapam: I have your letter of inquiry concerning the experience of the 
State of Oregon on the surplus property. I have only been Governor for some 3 
months and during all of that time the legislature has been in session and therefore 
I have not sufficient information to make a detailed report to you of Oregon’s 
experience. I shall ask my administrative assistant to examine into this and 
make such report to you as circumstances warrant. 

Very truly yours, 
Paut L. Parrerson, Governor. 


TENNESSEE EXerEcutvivE OFFICE, 
Nashville, Aprit 23, 19438. 


Hon. Ceci M. Harven, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSWOMAN HARDEN: Please refer to your letter of March 25, 1953, 
concerning the donation of Federal surplus property to the various States for 
health and educational use. 

I appreciate your consideration in asking for my opinion on this matter which 
has and still renders a great service to the health and educational institutions of 
Tennessee. 

It is the opinion of most of the health and educational officials of Tennessee that 
the present program is basically sound. They feel that practically all of the non- 
compliance cases arose from previous programs which were administered by 
Federal governmental agencies directly to the local institutions with little or no 
State control. They also think that the minimum requirements as published in 
the Federal Register January 8, 1953, will strengthen most of the State agencies 
and that some amendments to the basic law might also serve to strengthen the 
program. 

It has been called to my attention that many items of surplus property that are 
particularly needed by the health and educational institutions are still being sold 
by Federal agencies at a very low return to the Government. I am of the opinion 
that much more benefit will accrue to the people of the United States Government 
if the surplus property that can be used to an advantage for health and educational 
purposes were channeled to these institutions and the Government sell the residue. 
I understand that to accomplish this objective that section 201 (C) of Public 
Law 152 must be amended. 

I am also advised that the office of the property coordinator, Department of 
Health, Education, and Welfare, Atlanta, Ga., failed to advise six Southeastern 
States served by this office of $467,000 of surplus property offered during the 
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month of March. The reason given for the failure of notification was that the 
Atlanta office did not have adequate personnel in the field offices to offer all 
available surplus property to the various States on an equitable basis. 

I appreciate your sending me the copy of Report of Investigation of Surplus 
Property Required by State Educational Agencies by the General Accounting 
Office. I would also appreciate a copy of the report on the Tennessee Educational 
Agency for Surplus Property 

Very truly yours, 
FRANK G. CLEMENT., 


STaTeE OF Texas Executive DEPARTMENT 
Austin, Tex., April 7, 1958. 
Hon. Cecit M. Harpen, 
Congress of the United States, House of Representatives, 
Washington, D. C. 


Dear CONGRESSWOMAN HaArpDEN: I appreciated very much your kindness in 
offering me an opportunity to present facts on the donable surplus-property 
program on April 21. 

I find that it will not be possible for me to appear personally on that date. 
However, we would like to send you some information we have based on our 
experience in Texas. I am having the data prepared and will send it to you at 
an early date. 

With best wishes, I remain 

Sincerely yours, 
ALLAN SHIVERS. 





STaTeE OF Texas EXeEcuTIVE DEPARTMENT, 
Austin, Tex., April 22, 1958. 
Hon. Cecit M. HarpeEn, 
Congress of the United States, House of Representatives, 
Washington, D. C. 
Dear CONGRESSWOMAN HarpeEn: In accord with my letter to you of April 7, 
I am pleased to submit to you the attached information which has been provided 
to be by the Texas surplus property agency. 
This has been organized by it to be in accord with the suggested outline for 
these comments prepared by the Council of State Governments. 
I trust this information will be of value to your committee. 
Sincerely yours, 
ALLAN SHIVERS. 





Texas Surpitus Property AGENCY, 
April 20, 1953. 
Hon. ALLAN SHIVERS, 
Governor, State of Texas, 
Capitol Station, Austin, Tez. 

Dear GOVERNOR SHIVERS: We appreciate the opportunity to give you a brief 
history of the Federal surplus property acquisition and donation programs, as 
well as remarks concerning the part played and the benefits received by the State 
of Texas. 

The writer has been associated with the Texas agency since its beginning to 
date, by virtue of successive appointments of the Governor of Texas beginning 
with Gov. Coke R. Stevenson. Mr. L. K. Barry has been the full-time director 
of the agency for approximately 4 years, and has done an excellent job. He is 
currently secretary-treasurer of the national association banding together State 
surplus property agency directors over the Nation, and is beyond a doubt one of 
the best-informed men on Government surplus-property matters in the country. 
Mr. Barry and I have conferred at length regarding the information you will need 
for submission to the Intergovernmental Relations Subcommittee of the Com- 
mittee on Government Operations regarding the value of the donable surplus- 
property program authorized by Public Law 152, 81st Congress. The following 
is submitted for your information. 
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BRIEF HISTORICAL SKETCH 


Some schools started as early as 1944 to send individuals to salvage lots selecting 
what they wanted, then getting approval from the commanding officer and 
hauling it off. This practice got so confusing and troublesome to the Armed 
Forces that they had a meeting and decided that donations would cease unless 
they were coordinated and channeled through some Federal agency like “educa- 
tional priority discount sales” were handled through the War Assets Administra- 
tion. The situation became more complicated when, in the latter part of 1945, 
the Army, (the then) Army Air Force, and Navy began to accelerate donations 
under ‘‘War Department Procurement Regulation 7, paragraph 316,” and “Navy 
Procurement and Disposal Regulation No. 1,” both of which had been in effect 
for years. 

In addition to the Armed Forces donation regulations mentioned above, there 
was Public Law 697, 79th Congress (F. W. A.’s Bureau of Community Facilities 
donations to aid Veterans Education), three separate W. A. A. “Regulations” 
(Reg. 4—donating aircraft and electronics; Reg. 14—permitting priority discount 
sales to education institutions; Reg. 19—permitting W. A. A. donations) in effect 
at the time. There were two or three other minor donation laws or regulations. 

The United States Office of Education agreed to coordinate donations under 
War Department “PR 7-316” and Navy “PR & D #1”. (The U.S. O. E. had 
nothing to do with W. A. A., F. W. A. or other disposal.) The W. A. A. trans- 
ferred surplus funds to the U. 8. O. E. to get it to handle donations of this sort 
(though W. A. A. continued its own donations under its Reg. 19). 

Immediately after the U. S. O. E. took over (about the middle of 1945) the 
United States Commissioner of Education asked the State governors to establish a 
‘State Educeaiional Agency for Surplus Property’’. Governor Coke Stevenson 
used his ‘‘War Time Emergency Powers’”’ to set up the predecessor of our present 
Agency. It was in July 1947 that the U. 8. O. E. first received an appropriation 
from Congress to support its end of the donation program. 

Beginning about December 1945, Army and Navy property (only) was donated 
through the “State Agency”. The Army Air Force (later the USAF) continued 
to donate directly to schools until March 17, 1948, at which time it, too, began 
donating through State Agencies. 

Until July 1, 1948, the Army, Navy, and Air Force donated only certain specific 
categories of property, and it had to be used for “instructional purposes’. It was 
largely hand tools and machine tools. (Typewriters were exempt from donation.) 
Desks, office furniture, paint and other supplies were not donable, under the Armed 
Forces interpretation that donable property had to be actually used by students 
in connection with ‘‘making’’ something. 

Public Law 889, 80th Congress was effective July 1, 1948. It superseded War 
Department PR 7-316 and Navy PR & D No. | and removed the restrictions on 
what was donable. Everthing that the State Agencies and U. 8. O. E. certified 
as ‘“‘usable and necessary”’ for educational purposes became donable. This law 
also removed the restriction on instructional use; the property could be used for 
“administration”, ‘maintenance’, “increase in plant facilities’, ete. Under 
Publie Law 889, only the Army Forces donated All their donations were through 
U.S. O. E. and State Agencies—but W. A. A., F. W. A. programs were still run- 
ning concurrently and W. A. A. still handled all realty disposals. 

The passage of Public Law 152, 81st Congress (‘‘Federal Property and Admin- 
istrative Services Act of 1949’’) repealed practically all other laws relating to 
donations and discount sales and placed these disposals to schools under the 
Federal Security Agency— including disposal of realty to schools. This law made 
nearly all surplus of all Federal agencies donable for any use covered by a school’s 
charter. 

Publie Law 754, 8lst Congress, amended Public Law 152, 81st Congress to 
make public health institutions also eligible for donations— effective September 5, 
1950. Shortly thereafter, the Federal Security Agency took the “donation pro- 
gram” out of its United States Office of Education and placed it under the Division 
of Field Services, so that education and health might be served impertially. 
This is the status of the program at the present time. 


PROGRAM OF GREAT VALUE 


This whole surplus property program has been of tremendous help to elementary 
schools and higher educational institutions (and more recently to health agencies). 
This help came at a time, following World War II, when help was most needed. 
Shortages of all kinds had put many elementary schools and educational operations 
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far behind; some supplies had disappeared altogether. This was true not only 
of materials and equipment needed for instruction but also for maintenance of 
physical plants. We cannot imagine any better use for Federal Surplus Property 
than for education and health purposes. Indeed, such use would in reality make 
dollars spent for any property do double duty. 

According to the Federal Security Agency, the acquisition cost (to the Govern- 
ment) of surplus property transferred to the States for educational and public- 
health purposes from 1946 through December 31, 1952 was as follows: 


Personal Property - - -- ‘ oa . $573, 828, 972 
Ih. SUES CU cusin weed duck : 683, 373, 711 


Total_ __ 5 sienone 1g BOT, mess 


In personal-property acquisitions, Texas was fourth among the States, with 
a figure of $26,877,442, being exceeded only by California, New York, and Ohio. 
In real property, however, Texas was first, with a total of $120,825,384. 

It is interesting to note that records of the Texas surplus property agency reveal 
that a major percentage of the property acquired went to the public schools in 
the State. 

The figure given on personal property does not include acquisitions made 
through WAA or the Federal Works Agency (under Public Law 697, to aid vet- 
erans education). The University of Texas, Texas Agricultural and Mechanical 
College, Texas College of Arts and Industries, Texas Technological College, the 
University of Houston, Southern Methodist University, Southwest Texas State 
Teachers College, and probably a dozen other colleges and universities in Texas 
received considerably more personal property from FWA under Public Law 697 
and from WAA than they did through this agency. Since all disposals to edu- 
cational institutions were merged in 1949 and are now handled through this 
agency, it should be understood that this figure does not reflect the total bene- 
fit to Texas in personal property. Also, it should be pointed out that property 
donated to schools and colleges directly by FWA and WAA was not in any way 
channeled through the State agency. 


REGARDING COUNCIL OF STATE GOVERNMENTS’ MEMO 


There is considerable evidence that the contents of this memorandum do not 
bear too closely upon many of the basic questions currently under discussion 
regarding the whole program. However, in an effort to comply with what would 
seem to be an attempt to provide a “common denominator’ for assembling 
material from the States, the following is submitted, using Mr. Bane’s analysis 
of the GAO’s report No. 1-17088. A copy of Mr. Bane’s analysis is found 
herewith. 

Page 1 

1. There is no division of authority connected with determination of what 
property is donable, according to law. Legally, and in fact, so far as other Fed- 
eral agencies are concerned, this responsibility rests with the Administrator of 
the Federal Security Agency. This is clearly defined in the first paragraph of 
Section 203 (j) (2) of Public Law 152. Actually, the FSA Administrator delegates 
the authority to determine what is donable down through channels and, finally, 
to the Regional Property Coordinator. The Regional Property Coordinators, 
of necessity, depend entirely on the State agencies to determine what is ‘‘usable 
and necessary.’’ Very rarely does the Regional Property Coordinator challenge 
a State agency’s judgment in this respect. 

One of the recommendations below suggests that responsibility for determining 
what is donable be legally placed on State agencies, where it is now in fact. 

2. Agreed. 

3. Agreed. 

4. Agreed. 

Page 2 

1. This is a criticism of G. 8. A., not of the State agencies. 

2. This proves cooperation of State agencies with the recapture program. 
Actually, accelerated procurement caused Defense Agencies not to recover items 
they froze. 

3. This in ‘no way reflects on the “donation program.” 

4. True in some cases, especially prior to passage of Public Law 152. Rarely 
true of property acquired through State agencies. 
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5. Same remarks as (4). 

6. Same remarks as (4). 

7. Not “much,” but some. 

8. Some State agencies did not maintain adequate records. This has largely 
= ra in the past 2 years. The “State plans,” that must be submitted to 
F. A. by June 1 require that adequate records be kept. Texas has a fine set 
of ae only significant deficiencies that appear are where it was not 
possible to obtain from Government records the initial cost of some items. 

Last paragraph: The Administrator of G. S. A. now has sole responsibility. 
This has always been understood by State agencies, F. 8. A., G. 8. A. and—more 
recently—by all disposal agencies. The rest of the comment ir. this paragraph is 
agreed with. 


Page 3 


Top of page: Most of the State agencies would like to see this done. Actually, 
this would put the whole program unde . G. 8S. A. and would certainly speed things 
up. But all this would likely save the Government little meee y. It would take 
just as many G. 8. A. people to check compliance as it does F. 8. A. people. The 
movement of donable property, however, would be greatly acce ‘le rated. 

2 (a), (b), (c), (d): This is a most impractical and unnecessary arrangement. 
All of the functions described are now being well performed by the State agencies, 
and in a manner far more effective than could ever be by a “State purchasing 
department.’’ The vast majority of acquisitions presently are by public schools 
and health agencies not in any way connected with or served by the State in such a 
capacity. A State agency is much more elastic; through its staff, surplus property 
is located, screened, need established, etc.—all of which is foreign to a ‘“‘State 
Purchasing Department.” Further, F. 8. A.’s ‘‘minimum Requirements for the 
Operation of a State Agency for Surplus Property” as recently published in the 
Federal Register in no way contemplate such an arrangement. 


GENERAL ACCOUNTING OFFICE’S REPORT ON SURPLUS PROPERTY 


We are pleased to call your attention to the G. A. O. Report No. 1—17088, 
previously referred to, so far as it concerns the Texas Surplus Property Agency. 
There was almost no criticism of this agency. It has been clearly established that 
the report was in error in saying that the G. A. O. examiners were told that some 
early records were not available. We have been unable to trace this erroneous 
statement. Our records are probably the best kept among the State agencies. 
(See item 8 immediately above.) 

The G. A. O. found correctly that in a few instances in Texas, as elsewhere, 
some major errors were committed in the resale of surplus property, but it should 
be clearly pointed out to all concerned that this was not property obtained through 
the Texas surplus property agency or its predecessor, nor did the agene y have any- 
thing whatsoever to do with it, it being property obtained directly through the 
W.A.A., F. W. A. and the Air Force programs prior to March, 1949. 


OUR RECOMMENDATIONS 


1. The surplus property programs, as now operated through State Agencies 
such as we have in Texas, should most certainly continue. Certainly the plan on 
the state level is by and large the most satisfactory from the point of view of service 
to the public schools, higher educational mstitutions, and the numerous health 
agencies. In our judgment, no better use could be made of property that 
is actually surplus to the operation of Federal agencies and departments and the 
Armed Forces. 

2. On the Federal level, there is considerable merit to the plan to place the 
whole program under the General Services Administration instead of under F.S. A. 
The movement of donable surplus property would be greatly accelerated. In this 
connection, we do not favor purchasing the surplus property from, or paying a fee 
to support, the Federal Security Agency’s Surplus Property Utilization Division, 
or its successor. 

3. The following suggested changes in the Federal law would, we believe, 
effect savings in the administration of the program and make for a better program: 

(1) Place responsibility officially for “compliance” on State Agencies. 
Actually, they are now doing most of this work a de slegation. 

(2) Place responsibility for determining what is “needed and usable’’ for 
eligible health and education units on the State Agencies. They have done 
this, in fact, for some time. 
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We appreciate the opportunity to provide this information for your consider- 
ation, and strongly urge your fullest support for continuation of this program with 
the changes suggested. 

Sincerely yours, 
C. Reep GRANBERRY, 
Chairman, Texas Surplus Property Agency. 


An ANALYsiIs OF Report No. 1-17088 BY THE GENERAL ACCOUNTING OFFICE 
CONCERNING THE DiIsPpOsITION OF FEDERAL SURPLUS PROPERTY AND SuUGGEs- 
TIONS FOR AMENDING PuB.Lic Law 152, 8lst CoNGREss, aS AMENDED 


. 

Review and analysis of the Report of Investigation of Surplus Property 
Acquired by State Educational Agencies (General Accounting Office, Office of 
Investigations, Report No. 1-17088) indicates that action on both Federal and 
State levels 1s necessary to correct the conditions described in the report. 

Public Law 152, 81st Congress, deals primarily with the establishment of the 
General Services Administration (GSA). Section 203 of the act, as amended 
by Public Law 754, 8lst Congress, charges the Administrator of General Services 
with general responsibility for supervising and directing the disposition of surplus 
property. 

Each Federal agency is directed to determine which of its property is in excess 
of its needs and to report such excess property to GSA. The act further requires 
that, to the extent possible, each Federal agency shall fill its own needs for property 
from excesses which other Federal agencies have reported to GSA. Only excess 
property which is not needed by any Federal agency is defined by the act as 
“surplus property.” 

Under the law, certain kinds of real and personal surplus property which is 
“usable and necessary” for educational or public health purposes, including 
research, may be donated or otherwise made available, either directly or through 
central State administrative agencies, to educational institutions or State public 
health agencies. 

Responsibility for determining whether surplus property 1s usable and necessary 
for these purposes and/or allocating such property to eligible institutions or 
agencies is shared on the Federal level by the Administrator of General Services, 
the Federal Security Administrator, and the Secretary of Defense. This diffusion 
of authority on the Federal level may be responsible, at least in part, for the 
development of the conditions outlined in the report of the General Accounting 
Office. 

It is clearly a Federal responsibility to: 

1. Determine what property should be classified as surplus; 

2. Provide for the recovery by Federal agencies of property transferred to the 
ites but subsequently found to be in demand by Federal agencies; 

3. Determine what property can be used, and in what quantities, for educa- 
tional or public health purposes; and 

1. Provide that such surplus property, acquired for educational or public 
health purposes, is used for such purposes. 

In its investigation, the General Accounting Office discovered that: 

1. Property declared surplus and disposed of as such should have been classified 
as ‘‘excess property”’ and redistributed to other Federal agencies. 

2. Although the Armed Services ‘‘froze’’ for military use many items in State 
warehouses, the defense agencies made only limited recoveries of the property. 

3. At least one Federal agency disposed of property as surplus at a time when 
it was purchasing the same or similar materials. 

1. Property was acquired by educational institutions which was not usable or 
necessary for educational purposes. 

5. Exeessive quantities of usable and necessary property were acquired by 
educational institutions. 

6. Property transferred for educational purposes was used for other purposes. 

7. Much of the property acquired by State agencies was not distributed to 
institutions for which it presumably was obtained. 

8. State agencies have not maintained adequate records of acquisition and 
disposition of surplus property which they received. 

To remedy the deficiencies in the present law, section 203 of Public Law 152 
might be further amended along the following lines: 

1. The Administrator of General Services should be given sole responsibility 
for the disposal of surplus property (excess property which is not needed by any 
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Federal agency). In the determination of whether surplus property is usable and 
necessary for educational or public health purposes and in allocating such property 
to educational institutions and State agencies, the Administrator should be 
empowered to make use of the advice and assistance of other Federal agencies. 
The Administrator, however, should not be bound by such advice; the determi- 
nations which are made should be his and his alone. — 

It should be the responsibility of the Administrator to determine and enforce 
compliance with the terms, conditions, reservations, and restrictions contained 
in any instrument by which a transfer of surplus property is made. He should 
keep the necessary records to indicate what disposition of surplus property is 
made, All official communications with State officials should be made to and by 
him. 

2. A similar concentration of responsibility on the State level should result in 
the correction of the irregularities. It is suggested that the director of the State 
purchasing department be held responsible for 

(a) Sereening applications for surplus property which originate in the 
State; 

(b) Determining the necessity and usefulness of such property for educa- 
tional and public health purposes and insuring that quantities requested are 
not excessive; 

(c) Certifying that the property will be used for the purposes for which it 
is requested; and 

(d) Keeping the necessary records relating to acquisition and disposition 
of such property. 

In States in which there is no State centralized purchasing department, the 
law should provide that the Governor designate other State agencies or official 
to perform these functions, 

And finally, consideration should be given to provide that the Administrator 
may transfer surplus property only on receipt of a written certification by the 
Director of the State purchasing department (or other agency designated by the 
Governor), that the provisions of the law and rules and regulations pursuant 
thereto will be followed. 





Srate or Uran, 
OFFICE OF THE GOVERNOR, 
Salt Lake City, April 23, 1953. 
Hon. Crecit M. HarpDEn, 
Chairman, Intergovernmental Relations Subcommittee of 
House Committee on Government Operations, 
House Office Building, Washington, D. C. 

Dear REPRESENTATIVE HARDEN: I am writing in response to your recent 
letter, in which you have asked the various Governors to submit statements 
relative to their views on the donable surplus property program authorized by 
Public Law 152, 8ist Congress, as amended. 

I believe the surplus property program as it has been administered has been 
deficient in many ways. The many examples of the mishandling of this property 
as reported by the General Accounting Office emphasizes this point. 1 believe, 
however, that the reason so much mishandling of the property crept into the 
program can be traced to the fact that the program was improperly established 
at its inception. 

It is my belief that if the recipients of donable surplus property were required 
to pay a fair value for the goods received, the program would be improved im- 
measurably. As matters now stand, the tendency of the various recipients is 
to gather in surplus property for which there is no immediate or foreseeable 
need on the theory that perhaps some day a need might develop. As a conse- 
quence, much surplus property has been stored away and left unused. If the 
recipients had been required to pay a fair value for this property, however, it is 
unlikely that they would have asked for something for which there was no use. 

There have been abuses also in the sale of surplus property. Many indi- 
viduals have purchased surplus property at ridiculously low prices and have 
made large profits through the resale of the commodities involved. It is obvious 
that a market exists for surplus property when such sales and resales can be 
made. Apparently the Government was not diligent enough in promoting the 
sale of this property, or else it was too much inclined to let material go at losses 
to the Government that were excessive. 
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I hope it will be possible to find a proper answer to this program to the end 
that the abuses which have been so common in the past can be eliminated, [| 
hope, in addition, that more efficiency and economy can be established in govern- 
ment to the end that substantial tax reductions can be provided for the people. 

Sincerely yours, 
J. BrRackEN LEE, Governor of Utah. 


STATE OF WASHINGTON, 
EXECUTIVE DEPARTMENT, 
Olympia, April 22, 1953. 
Hon. Ceci, M. Harpen, 
Chairman, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, House of Representatives, Washington, D. C. 

Dear Mrs. HarpEN: This is in reply to your letter of March 25, relative 
to the surplus property program authorized by the 8lst Congress. 

Our department of public institutions reports that this program has been of 
material assistance to schools, hospitals, and State institutions of Washington. 
The State of Washington is at presently in full compliance as to our State law and 
our manner of operations through the department of public institutions. 

Thank you for bringing this hearing to my attention and regret that my schedule 
will not permit me to appear in person. 

Sincerely, 
Artuur B. LANGLIE, Governor. 


SraTe oF West VIRGINIA, 
EXECUTIVE DEPARTMENT, 
Charleston, April 15, 1958. 


Hon. Cecit M. HaRpDEN, 
Chairman, Intergovernmental Relations Subcommittee of the Committee on 
Government Operations, Washington, D. C. 
Dear CONGRESSWOMAN HARDEN: I am in receipt of your letter of March 25, 
in regard to the operation of the donable surplus property program authorized 


by Public Law 152, 81st Congress, as amended In the light of our experience, 
I believe this program is basically sound. This opinion is based on two observa- 
tions: 


1. That the property surplus to the needs of the Federal Government, through 
the operation of this program, retains its public benefit function instead of falling 
into the hands of private profiteers 

2. That the schools and public health institutions in West Virginia have greatly 


benefited as a result of its operation 


We, in West Virginia have created, by an act of the legislature, a State agency 
for surplus property which is operated under the director of the department of 
purchases to receive, distribute, and account for this property. In this setup, 


we have provided for safeguards against misuse and violations of Federal regula- 
tions 
If your committee so desires, we would be glad to furnish it with a complete 
plan of our operation 
Sincerely, 
Wituram C. MARLAND, Governor. 
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OFFICE OF THE GOVERNOR, 
Madison, Wis., April 30, 1958. 
Hon. Cecin M. HarpeEn, 
Chairman, Intergove nmental Relations Subcommittee 
Committee on Government pe ratior 


House Office Building, Washington, D i 


DrAR CONGRESSWOMAN Harpen: This will acknowledge your letter of March 
25, 1953, relating specifically to the Federal surplus commodities program. 
I have reviewed the program with the department of public instruction who are 
the responsible agency in Wisconsin for administering this program, The depart- 
ment feels that the program is fundamentally sound when truly surplus properties 
are made available to tax-supported and tax-exempt educational and health 


The experience in Wisconsin has been that the program has had specific benefit 
particularly in areas where the commodities particularly fit needs in certain areas. 
As an example, tables and chairs in schools, particularly rural schools, medical 


materials such as operating tables and operating lamps in hospitals and research 
equipment at the university in specialized laboratory activities. 

Well over 1,000 institutions in Wisconsin have benefited by about $11 million 
worth of property which has been released in the State 

The department of public instruction believes that the program could be im- 
proved if in every State the agency dealing in such surplus property is legally 
established by Executive order or by statute, that such agency be subject to 
independent audit, and that greater importance be laid to the accounting and 
accountability for the commodities received. 

In view of the experience of the department of public instruction in the State 
of Wisconsin, I would believe that the program should be continued and that 
generally the program is sound, 

With good wish S, 

Sincerely yours, 


WALTER J. Konuer, Governor. 


, 


WyominG ExecutTivE DEPARTMENT, 
Cheyenne, March 30, 1958. 
Mrs. Ceci M. Harpen, 
Chairman, Inte rgovernme ntal Relations Subcommittee of the 
Committee on Government Ope rations, Washi gton, D. &. 

Dear Mrs. HARpDEN: Your letter of March 25, relative to the Federal-State 
program concerning surplus property, is received. 
w Our State department of education has been administering this program here, 
and I have contacted them this morning and am advised that there have been no 
objections to the administration of the program. As you may know, our legisla- 
ture did not appropriate the necessary funds for the State of Wyoming to con- 
tinue its participation in this program for the next 2 years. 

With very best wishes, I am 

Sincerely yours, 
C. J. “Doc” Rocers, 


Governor. 


83459—53——-15 
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GENERAL INSTRUCTIONS 


‘his form and, when continuation sheets 


are 








' necessary, Standard Form 120a shall be used to 
j report excess personal property in accordance with 
' Personal Property Management Regulation No. 3 
and to make amendment or withdrawal of prior 
reports 
Reports shall be confined to property at one loca- 
tion constituting a single commodity grot aS 
defined in detailed instructions below. Contrac 
inventory, reimbursable property, and nonreimburs 


DETAILED 






































| 
| 
| ? of Pages. Enter here total number of pages in 
Number. Insert the serial number of the 
and any other identifying number or nbol 
» reporting agency may desir« If the report is an 
amendment or withdrawal of a pri report, th 
’ prior report number shall be entered followed by the 
letter (a), (b), or (c), ete., to identify the respective 
successive amending and withdrawing reports 
2. Date Mailed. Insert the date the report ts 
mailed (not date on which prepared 
§. Total Cost. Insert the sum ofall amour show! 
in column (h) of the property listing except that, 
- when reporting an adjustment or withdraw il of a 
prior report, the net amount by which the “Total 
Cost’’ of the prior report is increased or decreased 
shall be entered followed, respectively, by the letters 
“Ine.” or “Dec 
4. Type of Report. Indicate the type of report by 
inserting an (X) in the appropriate box If the 
report is an amendment or withdrawal of 
report enter the number and date of mailing 
prior report in 4A. In preparing such rey 
serve the following: 
a, If the report amends a prior report, each line 
item amended shall be restated under its original 
consecutive line item number in column (@) and 
as it should be in columns (6) through (j 
b. If the report withdraws in part a prior report 
the line items withdrawn shall be restated in 
columns (a) through (c) as they appears in 
the original report ‘he word “withdrawn” 
should be written across the remaining columns 
d) through (j 
c. If the report withdraws in total a prior report 
the word “‘withdrawn hould be writ 1 across 
umns (a) through (j) of the Excess Property 
Li + 
d. The amount by which the “Total Cost’’ of 
the prior report is inereased or de used by e 
smending or withdrawing report shall be entered 
i box 3 as an “Inc.”’ or ‘*Dec.’’ amount 
respec ely 
5. To. Enter name and addres { the executive 
rency and office to which the report, in accordance 
with Personal Property Management Regulation 
No. 3, is to be mad 
6. Fron Ente he nat and address of the 
Federal cy or department, and bureau, office 
or other subdivision making the report 
7. Loc ( Property Give he warchouse 
+ building, or other specific location and the address 
at which the property cated 
8. Ct diar Kknter nal address, nd ele 
phone number of the custodian of tl property 
If the property is the istody of another ency 
t y 
Y ippropriate 
, er If 
( on] 
ter name 
th I 








able property shall not be included on the same 
report but shall be the subject of separate reports 

Legal restrictions (including patent) on the power 
of the holding of property being 
reported excess shall be fully explained in the listing 
of such items 

Reports shall be submitts 
required | Personal 
Regulation No. 3, 





wency to dispose 


number of ce¢ 
Management 


i in the 
Property 


ples 


INSTRUCTIONS 


13. Reimbursable. Th 


+} 








box whether the pert 
und if reimbu ble ¢ 
and title or the r 
ment cor ration to 
disposition 

14. Contre Ine 
property is yt 






) oved 
} l 


15. Report Ay 
of the 
Signature or 

16. Com 


of the following cor 


, uthori 
person authori 


the origu 


erty being r 
tainty to the r 
certain items, the re 
determ inatior 

information a ay 


spection when fe 


No Commodity Group Description 


01 Automotive equipment, including trucks, 
trail passenger cars, busses, and 
motorevcl 

02.1 Office furniture, machines, and equipment 

02.2 Stationery and office supplies 

02.3 Household furniture, appliances, and equip- 

ent 

ae ruction equipment, includir I 1- 

ter ipplies, earth g 
‘ ent except  truc tr Ss, 
gricultur chinery, and implements 

04. Electrical equipment, including electrical 

equipment and supplies (other than office 
ind household), communication, and elec- 
tronic equipment 

05. Machine tools, including general industrial 

and productior juipment, industrial air- 
conditioning and refrigeration equipment 

Of Miscellaneous hardware and hand tools 

07 l‘extiles, luding textile products, ap- 

parel, and footwear 











08. Hospital equipment, including medical and 
laborat equipment, and supplies, drugs, 
ind medicines 

09 Agricultural products, including animals, 
foodstuffs, a related products and anu- 
factures 

10. Crud sterials, including ores, 
coal, pe , chemi ils, 1 in tals 

11.1 Mi sed iaterials and suppli 


Miscellaneous equipment 








17. Excess Property List. For the purpose of this 
list a line iter f property shall consist of a s le 
' o 
unit of property or a nt er of identical unit wh 
of which meet e descriptions in coh s 
thre ind 
I e consecut he f the 
line it s i ’ t r 
one for the f m ¢ t f t 
For exan f t ( i orted 
OXCt l r 6 
of the ort t ( On Se 8 
a t 0 f on ft t p ft t 
and the rema 4 line items will i u 
tive t thr i- 
tic sheet I + blank | ] 
columr " ter 
Descripti in I f € ea 

item in commercial terms ana I ufficient 0 
permit transfer or sale without further reference to 
the holding agency. Stock numbers and prefixes, 
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tnrer’s nart ni er, and standard catalog i) Fair Value—Code. Insert the following fair 
umber ld t i Nhe « lit ilue letter code which describes the fair value 
ti r omponents ofan item should condition of the property 
be Specif type of cont er or package 
and t 4 ies in Code Fair Value Condition 
; . oe ae “yp A rit 4 Nev xcellent’’ means unused personal 
Cla oe we c : , property, ready for use in a condition 
; a] i lé identical w w items delivered by a 
Er ’ 1 sHDplier - 
ippl 
B Usabk thout repairs’’ means personal 
roperty t 1 used and requires 
Code Means ( hich, al Drache potF pod nese 
V n, I 1 quiring no 
n h I t recondi wr repair, does not qualify 
, I ( med j for ¢ A 
O Used—usa without re- Fai Cc ‘Usal repairs required’’ means 
ersonal property requiring minor repairs, 
R r 1 ) t l » usable ndition, whether used 
X f f rr unU 
’ t of po . | “A ‘ Row ns property requiring 
tl 48 scrap ’ ersion, or rehabilita- 
I I t t nh, i er items W h through 
‘ ( ; )} ence, or other factor 
I i f ‘ do not fit Codes A, B, or C and includes 
‘ ( ‘ ) S p and sal ( 
} ] rt I etri S rd (jf) Fair Value—Per Unit. Enter the fair value 
t r t é t applying the following 
we i ‘ Enter t . f } ercentage to t price Irrent delivered 
line t s rT t of l iarket price Vv; or acquisition cost) arrived at in 
co Per 1 Property Management 
1 ¢ J Per I t | t r¢ I i N , 
i ) per u If 
, ate Fair Value Percentage? 
original itior i Code Base Price 
handli Ident A 0% 
an ¢ im B 4 
h { b J l Cc 20% 
] t l i 1 1 ol i D 0% CNon 
lun es the St per unit in ’ 
res 
xuHiBit 7 
May 7, 1953. 
Mr. CHARLES E. WILSON, 
Secretary of Defense, 
The Pe niagon, Wash notion ), dD. ( 


Attentior 
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f irector, Ray Ward, of 
would like additional information 
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1 permission to supply 
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Dear Mr. Secretary: Pur nt 
Co Ernest Har today. the subeommittee 
bearing upon Ad Morton L. Ring’s timo 
1. Show excess property loaned or dor 
1, 1949, pursuant to the Land Grant College 
2. & the excess property | ed 
suant to Public Law 152, 8ist C« ss, during 
We are ver sirous of p1 l ese ar! 
preciate this rmatio t r est con\ 
Sincerely yours 
EXHIBIT 8 
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I Crecit M. HAaRpEN, 
( ! nan. Subcommitte on TI overnme 
Cor tee on Government Operations, 
Dear Mrs. Harpen: During my test 
April 23 number of questio were asked, a 
th I ‘Ts some of them. 
é iestions and the answers follow 
Question 1. What are the functions of th 
1 


Surplus Material Division? 
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Answer 1. Personal property having a common use within the Department of 
Defense, if excess to the needs of a field activity, is reported to the Surplus Ma- 
terial Division through the cognizant material control point of the owning service. 
SMD offers this raaterial on consolidated listings to all material control points 
and major supply depots of the other two departments. Material that is deter- 
mined to be excess to the Department of Defense is 1 ported to General Services 
Administration regional offices for screening with other Government agencies 

The average number of people employed by SMD for the calendar year 1952 
was 53, military and civilian. Since January 1, 1953, this office has increased its 
staff to 65. This unit, in addition to its DOD-wide function has supervision over 
all Navy disposals. The cost of operating the unit in calendar year 1952 was 
slightly in excess of $369,000. 

Question 2. About what percent of material screened by SMD is found to be 
useful? 

Answer 2. During calendar year 1952 material with an acquisition cost of 
slightly more than $173-million was screened by SMD. _ Of this, material valued 


at $44 million was transferred to requesting activities and $12 million more wa 
withdrawn for use by reporting material control points. SMD secured utiliza- 
tion of about 32 percent of the property it screened. Further utilization was ob- 
tained by GSA after property was released to it. The percentage of utilization 


obtained by GSA is not known. 

Question 3. What are the forecasts of future excess property which have been 
furnished to GSA? 

Answer 3. On February 27, 1953, estimates were furnished to GSA for fiscal 
years 1953, 1954, and 1955 of a total of $498 million worth of property to be re- 
ported excess. We reported to GSA on April 14, 1953, that we believed those 
estimates of reportable property to be low. 

Question 4. Under what authority does the Department of Defense make 
direct loans or donations to military schools? What is the value and nature of 
such donations? 

Answer 4. Donation of public property to educational institutions stems from 


legislation of 1862, which established land-grant colleges Authority to allocate 
excess personal property to educational activities of special interest to the Armed 
Forces was contained in Public Law 889, 80th Congress. The authority which 
Public Law 889 gave to the three departmental Secretaries was vested in the 
Secretary of Defense by Public Law 152, 8lst Congress. Section 203 (j) (3) of 
Public Law 152 authorizes the Secretary of Defense to determine such property 


as usable and necessary for educational activities that are of special interest to 
the armed services and to allocate such property for transfer by the Administrator 
of General Services to such educational activities. 

Material to be donated during this fiscal year under this authority is estimated 
to be slightly in excess of $1,100,000. It will consist largely of electrical and radio 
material—70 percent, with office machinery being 15 percent and the balance 
scattered material. 

Question 5. What is the estimated cost of handling donable property in the 
Department of Defense? What is the average time from the declaration of ma- 
terial as donable to its movement from Government custody? 

Answer 5. Working arrangements between GSA and the Department of Health, 
Education, and Welfare permit the Department to indicate to GSA specific items 
of material which it desires in the event they become surplus. After GSA has 
declared material surplus the Department has 10 days in which to make final 
request for the material. It is estimated that $435 million worth of material 
was made available to the Department during calendar year 1952, of which 
approximately 5 percent (or about $22 million) was obtained. The dead storage 
cost to store $435 million worth of property for 10 days is estimated at $30,000. 
It is estimated that if the $22 million worth of property which was donated had 
been sold there would have been obtained $1,664,000 (a figure based on sales 
during 1952 of the 95 percent balance of material which was offered but not 
desired). Therefore, the total estimated cost of this donation program could be 
said to be about $1,700,000. 

The average time in which the educational institutions remove donated property 
is 25 days after final request. This time is not properly chargeable to the cost of 
the program to the military departments, because it is less than the 30 days’ 
average time taken by the sale process. 

During the course of my testimony questions were asked regarding excess sisal 
rope at Army Depot, Marietta, Pa. While I have not been able to make a 
complete examination of all excess reports from Marietta, I can furnish information 
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on three reports which contain this kind of rope. These 3 reports cover about 
9 million feet of sisal rope. To date, SMD reports that use has been made 
within DOD of about one-third of that reported. SMD feels that use can be found 
for much of this sisal rope and none of it has yet been reportrd to GSA. Every 
new procurement request for rope is being checked to make certain that the 
Departments use all of this rope that is usable before buying any vegetable fiber 
rope. Wire rope, also mentioned during the hearings, will be checked to insure 
maximum use 

It was a pleasure to appear before your subcommittee. If any additional 
information is desired, I will appreciate advice to this effect. 

Sincerely yours, 
M. L. Rina, 
Rear Admiral, SC, USN, 
Vice Chairman for Supply Management. 





EXHIBIT 9 
Monitions Boarp, 
Washington, D. C., May 21, 1958. 
Hon. Ceci M. HarpeEN, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Government Operations, House of Representatives 


Dear Mrs. Harpven: This is in reply to your letter of May 7, 1953, to the 
Secretary of Defense in which you requested information as to the amount of 
excess property loaned or donated to institutions by the Department of Defense. 

In my letter to you on April 28, 1953, I stated that donation of public property 
to educational institutions stemmed from legislation of 1862, which established 
and-grant colleges. I mentioned this legislation simply because it was the first 
of a long series of laws which have had a bearing on donation. The legislation of 
1862 granted to each State certain specified amounts of public land, and did not 
provide for donation of personal property. Therefore, in answer to your first 
question, the amount of personal property donated pursuant to the Land Grant 
College Act of 1862 is zero. 

Your second question is more difficult to answer in that specific figures of 
materiel donated are not available in the manner you requested. This is under- 
standable in that prior to March 1952, donations to military-type schools or insti- 
tutions were practically nonexistent, or at least were so negligible that for all 
practical purposes the program was considered dormant prior to that time although 
certain laws permitted such donations. 

On September 1, 1950, the Secretary of Defense in effectuating the provisions 
of section 203 (j) (3), Public Law 152, 81st Congress, designated Civil Air Patrol, 
Inc., the first institution of special interest to the Department of Defense, and an 
eligible receiver of surplus property. In January 1951, 10 naval honor schools 
and State maritime academies were nominated by the Department of the Navy 
and designated by the Secretary of Defense as being of special interest. On 
May 12, 1951, the Boy Scouts of America, which were nominated by the Depart- 
ment of the Army, became eligible. On March 6, 1952, the Girl Scouts were 
included and finally on April 27, 1953, a series of military schools, nominated by 
the Department of the Army, were added to the list of eligible schools. On 
April 27, 1953. the Department of Defense issued a directive containing all the 
educational activities of special interest to the Department of Defense. A copy 
of this directive is attached for your information. 

It was not until March of 1952 that actual property transfers of any significance 
to special interest schools began to materialize. During the period June 15, 1952- 
June 15, 1953, approximately $1 million in personal property was approved for 
donation to special interest schools, of which the Civil Air Patrol received 95 
percent, the Boy Scouts and other schools the balance. 

Present reporting procedures do not make available the amount of property 
donated to each school of special interest. As stated above, the program started 
to gain impetus during the last year. The Department of Defense plays only a 
limited part in the donation program. Items which become excess to the Depart- 
ment of Defense are offered to the General Services Administration for further 
possible utilization by other Government agencies. The residue, which is then 
considered surplus, is offered for donation first to special interest schools and then 
to educational and public health institutions. Property not required by either 
of these sources is released by GSA for sale to the public. At any point in the 
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screening chain property may be picked up by eligible agencies. To find out 
which schools picked up materiel available for donation after the screening proc ess 
would require an inquiry of every military installation as to the amount of materiel 
released under the donation program to each specific school. 

The amount of materiel donated to all educational institutions, including schools 
of special interest to the Department of Defense since enactment of Public Law 
152, is reflected in the following: 





Fiscal year | By Army By Navy By Air Force Total 
i | 
1950 ss $11, 322, 079.00 | $29, 016, 134. 00 $8, 830, 838, 28 | $49, 169, O51. 28 
. 1951 j 9,2 65. 00 12, 158, 315. 00 2, 102, 010. 20 | 23, 546, 990. 20 
1942 7, 545, 649. 00 10, 901, 439. 00 1, 469, 744. 69 | 19, 916, 832. 69 
1953 (as of Mar. 31)_.. 7, 54,620.00 7, 787, 215. 00 2, 638, 376.92 | 18, 180, 211. 92 
Total... 35, 909. 013. 00 59, 863, 103. 00 15, 040, 970. 09 110, 813, 086. 09 


Recapture of property from educational institutions amounted to $9,382,749 





as of January 15, 1953. A specific reakdown of this figure is indicated below: 
Gross value of machine tools $4, 495, 749 
Electronic e j}Ulpment 1, 200, 000 
. Other than electronics and machine tools . 2. 187, 000 
Retrieved from State agency warehouses 1, 500, 000 
ee 9, 382, 749 
In conclusion, I wish to emphasize that the property donated to oe hools 
of special interest to the Department of Defense is — t negli gible n comparison 


‘ 4 


to that donated to educational institutions and other eligible se acts or groups. 
Also, under the provisions of Public Law 152, no asamieta is loaned to educational 
institutions, 
Sincerely yours, 
M. L. Rina, 
Rear Admire , AC " [ SN., 
Vice Chairman for Supply Management 


April 27, 1953 
Number 4160.10 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Donation of Surplus Personal Property to Educational Activities of 
Special Interest to the Dep rtment of Defense 
Ref: (a) Sec Def Memo, Donation of Personal Property to Educational Activities 
of Special Interest to the DOD, 1 Sept. 1950. 
(b) SeeDef Memo, Designation of Educational Activities of Special Interest 
to the DOD, 11 Jan. 1951 
(ec) SeeDef Memo, Donation of Personal Property to the Boy Scouts Pur- 
suant to Section 203 (j) (3) of the Federal P roperty and Administra- 
tive Services Act of 1949, 12 May 1951. 
(d) SeeDef Memo, Donation of Personal Property to the Girl Scouts Pur- 
suant to Section 203 (j) (3) of the Federal Property and Administra- 


: tive Services Act of 1949, 6 March 1952. 
(e) Regulations of the General Services Administration, Title I, Personal 
Property Management, 27 June 1952 
(f) Directive 4160.9. 
a I. PURPOSE 


This directive combines in a single directive the policy of the Secretary of 
Defense expressed in reference (a) with respect to the donation of surplus per- 
sonal property to educational activities of special interest to the Department of 
Defense and the designation of such activities contained in reference (a), (b), (c), 
and (d) under the provisions of Section 203 (j) (3), Publie Law 152, 81st Con- 
gress, as amended. Further, this directive provides for the designation of cer- 
tain additional educational activities of special interest to the Department of 
Defense as nominated by the Department of the Army and approved by the 
Secretary of Defense. 
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Il. CANCELLATION 


teferences (a), (b), (c), and (d) are canceled, 


Ill, APPLICABILITY 


Policies and procedures contained in this directive are prescribed for imple- 
mentation by the military departments. 


IV PROCEDURES 


i lepartments will individually nominate those educational 
activities that should be designated as being of special interest to the Depart- 

; s R ations with brief justification will be submitted 
to the Munitions Board for coordination and referred to the Secretary of Defense 


for approval. All such educational activities which have been designated by the 












Secretary of Defense as eligible recipients of surplus personal property held by 
the military departments, will be recognized by each military department. ; 

B. The educational activiti listed in enclosure No. 1 are a part of this 
directive and are hereby designated as being of special interest to the armed 
servic thin the meaning of Section 203 (j) (3) of Public Law 152, 81st Con- 
gress, as amended, Addition to or deletion from enclosure No. 1 will be made 
from time to time as each su change is approved by the ‘retary of Defense. 


C. The military departments will (i) individually determine whether surplus 
personal property (reportable and nonreportable) under their control is usable 


nd necessary for designated educational activities, (ii) individually allocate such 
r tab urplus personal property for transfer by the Administrator of Gen- 


eral Services Administration to such educational activities, (iii) individually 
allocate such nonreportable surplt personal property to such educational activi- 
ties, and li 





i lually require designated educational activiites to furnish the 
following the minimum information necessary to support approval of 
applica mable property excess to the Department of Defense. 


signated educational activ 
2. Complete identification of personal property requested. 
3. Certification by the designated educational activity that personal property 
requested 1S usabdie and necessar tO it. 
ilitarv department that the excess personal 
property requested is approved for donation 1f and when tl 
surplus to the Government. 
D. The requirements of all military departments will be considered paramount 


to the needs of educational activities of special interest to the Department of 


1e owning Mm 


1e property becomes 


I. The military departments are authorized to donate surplus personal property 
to designated educational activities in accordance with the provisions of references 


(e) and (f) and the policies and procedures contained in this directive. 





V. IMPLEMENTATION 


Each military department will proceed with the revision of regulations, proced- 
ures and instructions as necessary to implement the provisions hereof without 
prior approval and will submit such revised regulations, procedures and instruc- 
ions (either permanent or interi in duplicate to the Munitions Board within 60 
days after the date of this directive. 
RoGER M. KyYEs, 
Acting Secretary of Defense. 


EpvucaTIONAL ACTIVITIES OF SPECIAL INTEREST TO THI 
DEPARTMENT OF DBEFENSI 


Admiral Billard Academy, New London, Conn. 
Admiral Farragut Academy, Pine Beach, N. J. 
Admiral Farragut Academy, St. Petersburg, Fla. 
Augusta Military Academy, Fort Defiance, Va. 
3olles School, Jacksonville, Fla. 

Bordentown Military Institute, Bordentown, N. J. 
Brown Military Academy, San Diego, Calif. 
California Maritime Academy, Vallejo, Calif. 
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Castle Heights Military Academy, Lebanon, Tenn. 

Columbia Military Academy, Columbia, Tenn, 

Culver Military Academy, Culver, Ind. 

Fishburne Military School, Waynesboro, Va. 

Fork Union Military Academy, Fork Union, Va. 

Greenbrier Military School, Lewisburg, W. Va. 

Howe Military School, Howe, Ind. 

Kamehameha School for Boys, Honolulu, T. H. 

Kentucky Military Institute, Lyndon, Ky. 

La Salle Military Academy, Oakdale, Long Island, N. Y. 

Maine Maritime Academy, Castine, Maine 

Marmion Military Academy, Aurora, Il. 

Massachusetts Maritime Academy, State Pier, Buzzard’s Bay, Mass. 

Massanutten Military Academy, Woodstock, Va. 

Missouri Military Academy, Mexico, Mo. 

Morgan Park Military Academy, Chicago, II. 

National Headquarters, Civil Air Patrol, Inc., Bolling Air Force Base, Wash- 
ington, D. C, 

National Headquarters, Boy Scouts of America, 2 Park Avenue, New York, N. Y. 

National Headquarters, Girl Scouts of America, 155 East 44th Street, New York, 

Maks 

New York State Maritime Academy, Ft. Schuyler, Bronx, New York, N. Y. 

New York Military Academy, Cornwall-on-Hudson, N. Y. 

Northwestern Military and Naval Academy, Walworth, Wis. 

Oak Ridge Military Institute, Oak Ridge, N. C, 

Porter Military Academy, Charleston, S. C. 

Riverside Military Academy, Gainesville, Ga, 

Sewanee Military Academy, Sewanee, Tenn. 

Shattuck School, Faribault, Minn, 

Staunton Military Academy, Staunton, Va. 

St. John’s Military Academy, Delafield, Wis. 

St. Joseph’s College and Military Academy, Hays, Kans. 

St. Thomas Military Academy, St. Paul, Minn. 

Tabor Academy, Marion, Mass. 

Tennessee Military Institute, Sweetwater, Tenn. 

Texas Military Institute, San Antonio, Tex. 

The Manlius School, Manlius, N. Y. 

Western Military Academy, Alton, III. 





Exursir 10 
Aprib 14, 1953, 
Mr. Russet ForseEs, 
General Services Administration. 

Dear Russ: The first step to accelerate the utilization and/or disposal of low 
value and low utilization potential materiel of the Department of Defense was 
completed by the publication of Department of Defense Directive 4160.9 on 
March 24, 1953. ‘This directive provides policy and procedures whereby ‘‘Q” 
type materiel will be screened concurrently within the military departments and 
the GSA regional area in which the property is physically located. This is 
definitely a step forward in the area of disposal. 

The foregoing procedure will partially solve the terrific storage problem of the 
military departments. As you know, all of them have commercial space under 
lease because of the lack of sufficient Government-owned storage facilities. The 
storing and in-storage maintenance of “P” materiel (high value and high utiliza- 
tion potential) is in itself an expensive proposition. Since we have moved 
forward on ‘‘Q” type materiel, I wonder if it is not now timely to see what we can 
do about more rapid screening of the ‘“‘P” type property without unduly jeopardiz- 
ing overall Government interests. 

I am particularly concerned in view of the general personnel reductions which 
are taking place in all Government agencies; and the attainment of supply goals 
within the military. The latter will serve, in my opinion, to create additional 
excesses which will have to be screened in accordance with Government laws and 
regulations. In other words, it seems to me that while our personnel strengths 
are decreasing, the amount of excess will be increasing, thus, further complicating 
the problem. DOD excesses to be generated were forecasted to you in our letter 
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of February 27, 1953. You must realize that these forecasts were the best 
expression of our opinion at the time. Frankly, I believe that the excesses to be 
generated will exceed our forecasts. 

Assuming that a more rapid screening operation will be attained by GSA 
regarding “P” type property, the necessity for rapid disposal of declared surplus 
after screening still exists. It is anticipated that the amount of materiel remaining 
in storage awaiting disposition after screening will increase in direct proportion 
to the amount being declared excess by the Department of Defense. Therefore, 
it seems to me that some limitation should be set for screening by Government 
agencies other than the Department of Defense. Also, an indication as to the 
length of time we are expected to store this surplus should be made so that proper 
advance planning to relieve the storage problem may be undertaken promptly. 

In view of the foregoing, I would appreciate your advising me as to what 
specific measures you and your staff intend to take to insure the most economical 
and efficient screening of ‘‘P”’ type materiel. Should the assistance of my staff 
members be desired in any planning you may do, they are available to you. 

Sincerely yours, 
M. L. Ria, 
Vice Chairman for Supply Management. 


ExurisirT 11 


SUGGESTIONS FOR IMPROVING AND STRENGTHENING THE HEALTH AND Epuca- 
TIONAL DisposaL FEATURES OF PupLic Law 152, as AMENDED 


Drafted by a select committee of the National Association of State Agencies for 
Surplus Property 


INTRODUCTION 


The recommendations, pertaining to the health and educational disposal features 
of the Federal Property and Administrative Services Act of 1949, as amended, 
were prepared by the National Association of State Agencies for Surplus Property 
at the request of the Harden Intergovernmental Relations Subcommittee of the 
House Committee on Government Operations. These recommendations have not 
been presented to interested Federal agencies for their advice, consideration, 
analysis, review, or comments. These recommendations represent the philos- 
ophy and views of the States. 

This part of the hearings consists of five divisions: Introduction; statement; 
Public Law 152, as amended; recommended changes; and, justifications. The 
Organic Act, and the three amendments thereto, were used as the basic guide for 
making changes in the form of recommendations. The recommendations and 
justifications are the result of 18 months of study by a committee of the associa- 
tion. The first draft of these recommendations was issued by the committee in 
March of 1952. The original document has been redrafted eight times. The 
basie guide to the act, as amended, may be found in a release issued by the General 
Services Administration, October 1952 and entitled ‘‘Federal Property and 
Administrative Services Act of 1949, as amended, with Analysis and Index.” 

In the preparation of this document the committee formulated recommended 
changes on the basis of certain conclusions which will be found in the statement. 
An entire original or amended section, or part thereof, was rewritten where the 
committee decided that changes were desirable. These revisions are shown under 
‘Recommended changes.’’ Entire new sections, or parts thereof, under ‘‘Recom- 
mended changes”’ are identified by the word ‘‘(New).’’ Some of the original or 
amended sections or parts thereof, have been renumbered in order to conform with 
the changes 

From the standpoint of technical and legal phraseology, proper terminology, 


phrasing, etc., the association does not desire to leave the impression that it is 
presenting the subcommittee a legal document. This document has not been re- 
viewed by legal counsel. It may be said that ‘“‘Knowledge of the law means a 


knowledge of the decisions which have made it law.’’ Paraphrasing this quota- 
tion the association believes that ‘‘ Knowledge essential to amending a specific law 
means some knowledge of the law, decisions, and regulations pertaining thereto 
and experience in the administration and operation of the law.”’ It is upon the 
basis of some knowledge of and experience with Public Law 152, and pertinent 
regulations dealing with this law, that the association has prepared these recom- 
mendations rather than upon the basis of being qualified as legal experts. 

There are several reasons for presenting these recommendations. The first 
reason is based upon the Harden Intergovernmental Relations Subcommittee’s 











' 


DONABLE SURPLUS PROPERTY PROGRAM 229 


request. The other reasons, in the opinion of the association, may be found in 
Senate bill 1514 and House Resolution 4406, 83d Congress, Ist session. These 
reasons may be summarized as follows: 

1. Because existing confusion and wasteful duplication of functions and 
administration pose a threat to the objectives of programs of the Federal 
Government shared in by the States 

2. Because the activity of the Federal Government has been extended into 
many fields which, under our constitutional system, are the primary interest 
and obligation of the several States and the subdivisions thereof. 

3. Because it is necessary to study the proper role of the Federal Govern- 
ment in relation to the States and their political subdivisions, to the end 
that these relations may be clearly defined and the functions concerned may 
be allocated to their proper jurisdiction. 

The association believes that, viewed in the proper prespective, the political 
rights of the Federal Government and the States, as they pertain to this program, 
are classically defined as dual in nature and three in number: ‘‘To be consulted 
to encourage, to warn.” 

It is the belief of the association, in presenting these recommendations to the 
subcommittee, that the States are contributing to the development of a sounder 
relationship between Federal and State Governments and are assisting, in a small 
way, in carrying out the objectives mentioned in the two foregoing bills now before 
the Congress. 





STATEMENT 


On August 31, and September 14, 1950, the House Intergovernmental Relations 
Subcommittee held hearings entitled, ‘““The Disposal of Government Surplus 
Property.’”’ These hearings resulted from a series of newspaper articles in the 
Raleigh News and Obse rver, Raleigh, N. C. On the basis of these | 
subcommittee asked the General Accounting Office to make an investigation 
of the disposal of surplus property to health and education. In January of 1951 
the chairman of the National Association of State Agencies for Surplus Property 
requested that a special committee of State surplus property officials review devel- 
opments of the surplus property disposal program in order that statements 
could be prepared for the Congress showing the public benefits derived from 
such disposals. 

During the second week of January 1952 the chairman of the National Associa- 
tion appointed a select committee for the one cific purpose 6 f making a long range 
and intelligent study and analysis of the health and educatior al disposal features 
of Public Law 152, as amended. This caahthithen: consisting of 
from many States, met during January and February for the purpose of inter- 
exchanging beliefs and ideas. After the first few meetings the committee reached 
the following conclusions: 

1. That certain changes in the health and educational features of the act 
are desirable. 

2. That it is impossible for States to participate in a Federal grants-in-aid 
program without experiencing some joint Federal-State control. 

3. That unless the act is clear and specific on certain details, jurisdictional 
disputes will always arise in the administration and oper: tion of the program. 

4, That there need not be double and paraile! property disposal functions 
and wasteful duplication of effort performed by both the Federai and State 
governments if the act is clarified. 

5. That, as the years roll by, Federal control increases rat 
creases unless specific functional authority is delegated in t 
States. 


hearings the 


a resentatives 





That one of the primary management objectives of the General Services 
Administration should be the utilization of excess property by the agencies 
and departments of the F« Ys ral Governmcnt. 

7. That the secondary interest and objective of the Congress should be 
the utilization of property by schools and hospitals, and, as a result of t! 
publie benefits derived therefrom, property should first be offered to the 
States for distribution to these institutions before being disposed of by 
other means. 

That the transfer of property to institutions should be administered 
and operated by existing State agencies. 

9. That the Congress make no further attempt to expand this law to 
include activities, institutions, and organizations other than those now spelled 
out in the act. 
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10. That hearings be held on the committee’s proposals and that an equal 
a 














amount of time be given to Federal and State agencies in voicing their 
opinions on the recommendations of the association 

On the basis of these conclusions, the committee has held periodie meetings 
since January 7, 1952, for the purpose of discussing, analyzing, and arriving at 
what the associat De to b und conclusions pertaining to the heaith 
and educational disposal features of the act. These recommendations are based 
on State program activiti.s that bave been in operation during the past 7 years. 

i association’s com tt Ce i that there are problems that remain 
ur ed and whi ’ ‘ included in the recommendations Ch 
I r prob! : i as follow 

1. The co ur i It. of L¢ lisposal « pilus property to in- 
stitutior during | f y no iess than 15 1 ts of ¢ ; 
60 of vy t ) 

2. The « ran of title on property held by i itutions which has been 
distributed under the 15 or ( laws during the past 7 years. On a dollar- 
VOl } DASIS a Nil percenta of the property |! S De donated or discounted 

itions by various ave es of t Federal Govert nt on a direct Federal- 

possibilit f a future discount-transfer program which permits State 

age ics for property utiliz mm to acquire ederal irplus personal property 

and buildings for retransfer to institutions and which would grant unrestricted 
title to t l tutions following ra rer or shortly L¢ ter, 

4. Eligibility: A study of t Bunker Hill, Ind., hearings provides ample 
evide that the granting of tax exemptions t ) private institutions by the Bureau 
of Internal Revenue is frequent!y more or less perfunctory. Some States do not 
gTAa { iptions, ole or in part, to private institutions that have been 
eranted full exemptions by 1 Bureau under 101 (6) of the Internal Revenue Code. 
Bureau exemptions can be withdrawn without either the Department of Health, 
Education, and Welfare or the States being advised of such action. Again the 
latter so-called ineligibles could be exempted from taxation, in whole or in 
part, by a State. In some States so-called tax-supported institutions may 
receive a percentage of their support from private sources. These percentages 
of support may fluctus above or below 50 percent from one tax receiving date 
to another. It seems logical to conclude that the act, as amended, should spe!! 





out a single prerequisit ate institutions mus exempted from taxation 


under section 101 (6) of the Bureau of Internal Revenue Code. Schools and 
hospitals holding such a “‘passport’’ would then be entitled to consideration in 
re not eligible to receive property 
~poses.”” This determination should 
be made by the existing State authority or authorities rather than by the Depart- 
ment of Health, Education, and Welfare. The Secretary interprets the present 
act to mean that all determinations of eligibility are the function of the Department 





order to determine whether they were or 


lucational and public healt 







“suitable for ex 








and not the function of the States. 

The subcommittee should know that there are some private so-called health 
and educational institutions that have been granted Bureau exemptions under 
101 (6) which are not approved as bona fide institutions either by the State or 





accrediting associations 

These four points have always been a source of confusion and endless contro- 
versy among the States and between the States and various Federal agencies. 

The association believes that in presenting these recommendations to the House 
Committee on Government Operations that the States are assisting in a small way 
in clarifying a major national problem so ably presented by the President of the 


~5 


United States in a message to the Congress on March 30, 1953, in which he said: 





“The present division of activities between Federal and State Governments, 
including their local subdivisions, is the product of more than a century and a 
half of piecemeal and often haphazard growth. This growth in recent decades 
has proceeded at a speed defying order and efficiency. One program after another 
has been launched to meet emergencies and expanding public needs. ‘Time has 
rarely been taken for thoughtful attention to the effects of these actions on the 
basic structure of our Federal-State system of government. 

‘‘Now there is need to review and assess, with prudence and foresight the proper 
roles of the Federal, State, and local governments. In many cases, especially 
within the past 20 years, the Federal Government has entered fields which, under 
our Constitution, are the primary responsibilities of the State and local govern- 
ments. This has tended to blur the responsibilities of local government. It has 
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led to duplication and waste. It is time to relieve the people of the need to pay 
taxes on taxes.”’ 
Qe im tant ic this maior nrohilen f onvart 1+ +he the Sanate f the United 
oO importal his Major probiem of governme that the Senate of th nited 
1, on \lay 6, 1953, Senate bill 1514 Your subcommittee held hearings 
13, and 14, 1953, on the companion bill, House Resolution 440 
} . | 4 


ion believes that the Congress is taking a firm step in the r 


states pas 
on May { 


The associ: ‘ight 














directior will eventually lead to the clarification of the powers that right 
belong Federal Government and those that are reserved to the States 
under th 1amendment to the Constitution. 

We firmly believe that this health and education program, if it is administered 
and ope! ited accc rding to the basic concepts and } hilosopnht of A rican democracy 
is, in a small way, a forward step in assisting in clarifying the division of power 
bet wee he Fede i State Governments. 

It is the sincere rope of the association that vour subcommittee will keep the 
basic concepts of the President’s message uppermost in mind when considering 
thes ) ie] 1 This e cept as f ri renu ra di i Lae 
by 1 Pre side! of the Unit d States in Des Moine 3, | Wa, lh W ich he aid: 

‘W iil not reach into the States and take from them their powers and their 
responsibiliti to their citizens Where the Federal Government can and 
should help, it will helj Sut it will regard itself in matters of State and iocal 
res] ilit i nd and not as a master 

In presenting the recommendations it is not the pose o1 I tl 
association to seek more power for the States but rather to ask for some functional 
authorit which should be reserved to the Statzs under the Constitutior \ 
careful review of the proposals will show that some of the provisions we have 
recommended will strengthen the hand of those Federal agencies that administer 
or concern themselves with this health and educational program; some of the 
proposals, in turn, reduce the powers of the agencies rhe subcommittee should 


give equal consideration to both. 

The association sincerely hopes that these recommendations will not be shelved 
but that they be carefully scrutinized and considered with the same sincerity in 
which they have been presented. 

Hearings on the functions and concern of the Federal Government in both 
fields of health and education are voluminous. ‘This association believes that it 
would be trite as well as time consuming to refer your subcommittee to hearings, 
publications, and other data that prove that the National Government is inter- 
ested in good schools and hospitals. Concerning the education of youth the 
President recently said: 

“‘No man flying a warplane or with a defensive gun in his hand can possibly be 
more important than the teacher. We are engaged in a war of great ideology 
It is not just a casual argument.” 

The association understands that t 
24, 1953. These recommendations were present d to the subcommittee or 
June 16, 1953 and have, by the courtesy of Chairman Harden, been included in 
the hearings. The association respectfully requests that these proposals - be 
reviewed by the subcommittee and that hearings be held in order that the States 
may be granted the privilege of amplifying and extending their remarks on the 
principles embodied in these recommendations 

We do not believe that these recommendations should be presented to the 
various agencies of the Federal Government that are concerned with this health 
and educational program for their comments and suggestions to the subcommittee 
unless the States are given the same privilege 


hese hearings were officially closed on April 
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